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PREFACE 


■ ot some of the chapteft in this booh have 

A ^ already appeared in The Titnes. the (Quarterly 
Edinbu.rgh Revieiv, the Ni-neieetith Cettittr^. ^he^unday Times 
and^the Eveni-ng Sfa‘ndar<^, and are now incorporated iji their 
.proper place in the larger scheme on which they were originally 
written. I am indebted to the proprietors of those publica¬ 
tions for their kindness 4 n permitting me s<# to^ reproduce 
them. 

An old friend and valued colleague of mine in tfce Depart¬ 
ment of Shipyard Labour—-Mr. C. F. Fa^ar—did me the grgat 
service of assisting to get the book through tl^ pr^s. 

Te> my Secretary, Miss K. i. Toogood, f owe the prepara¬ 
tion o4 thf^Index. • 
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introducxiq:^* 

O XJR ^reat,industrial dif(icujty, unddt modem^onditioas, 
Ite to combine* human development with htijnan work, 
and persuade {>eople to be industrious. Formerly, men worked 
to benefit themselves ; ^ow, they are ap^to refrain from work¬ 
ing for fear they may benefit other persons. Tly inju^ to 
employers from SAich ai course is evident ; but the d^rimehfrto 
the Workers themselves is less obvious, < 3 .red Jfae calamitous 
effect on the community is seldom realized. ihat difficulty 
is >^tat we call “ the Labour problem " ; a knowledges! the 
principled on which it can best be solved is our chief national 
necessity. • • • 

This book strives to cr^ietze the wrong, ai^ ii^vate the 
right, solution. The test which it applies is wlaether a solution 
places the cibmmunity before sectf?jn orj)arty, or is one designed 
primarily to advance sectarian inaeftjsts, pol^cal or^ndustrial, 
either avowedly, «>r speciously, under professions of solicitude 
for the public good. Nowadays, one h^s to look wc.fi' befbw 
the surface of words, however distinguished may be their 
origfjn. There is little to chobse between the re-volutionary 
Socialig,t, j{^ose solution * consists in thrusting industrial 
democracy into supreme economic ^r political power throu gh 
ruthlpss direct action and then socializing* industry, aii!^"the 
cons 4 itutiona] anti-Socialist, who would solv^ the problem by 
pledges to iftaugurate a new industrial Heaven and Earth, and 
.other “ ninepenny-for-fourpence " promises, ^hich^he ^as no 
hon%st conviction can be redeemed, and which, if he seriously 
considered,* he would know can Mtever be fulfilled^ On the 
whple, difirir^ th€w last few years, .the latter has prove^J tabe 
greater m^ac& to the n^ion. 

JPolicies for the Solution of*the Labour prt)blem fall, broadly 
spiking, into two main ca€^ories. Those whicR'^nsj^t upon, 
or imply, the reconstrueftion ©^industry bg eliminating private 
enterprise and ^he^apitalist. ^ Of thSs type i^ the policy feft 
whiph the L^l^ur Party sfaitds—the-vague abstraction^ of 
“‘^■o.tionalization and.demo<y^tip control." All other polic^ps 
^f the t5Tje which postulates, as essential to industrial 
IMTogress, continuance of the .^o-catted capitalistic orgaiyzation 
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of industry with, however, amendments an^ reforms of varying 
character. Th^e is ncA alv<^3rs .that clear>~cut , distinction. 
Bdany opponents of the Labour Party's policy are advocate 
of the particular method of s<)pi^izing industisies Icnown as 
municip^ization, and even of the State running cert^n quasi¬ 
industrial venturer like the Post Office. Such overlapping 
and border-line must always occur. Human affairs can 

ne^r ^holly be ^ghlated by precise formulae; were that 
possible, ihe world ^ould^b^ a^ull place wh^ein*to live. 

If the ^Cabour problem is to be solved, there ffiust be 
more clear thinking, critioai analysis, and deci^ve action on 
the part of the general public, who fbrget how vitally they 
are isiter^ted. With the object of placing before them 
ito variou^ elemerfts in logical scquen«e and balanced per- 
sp>ective, I haao^^ftcr much consideration, adopted the follow¬ 
ing scheme for this book : I set out»in Part I the p»olicy of the 
Laboisr Party for solution of the problem, and examid# its 
fundamentals ; next, I describe in l*art II the Go\’t!mfnent's« 
Labour policy, so as it hiis l>een declared, or evidenced in 
departnjtmtal practice, and considei^l : then, lastly, I outline in 
Part III >^iat, la amplification of the Ciovemment policy and in 
ojflaosition to that of Labour,^ concci%'e to be the tAie solution, 
and the most calculafed to promote the interests of the 

nation. • * 

yh e Labour Party heralds itself as “ the true national demo¬ 
cratic party?*’ anc^as such claims to have formulated a«iational 
Labour palicy, which, on the* most superficial examination, 
exhibits many indications of purely sectarian ob]^«tivQS. My 
e ffort h as been to appraise that policy critically but fairly, 
ho^ far if is likely to advance the common w<Jfare. 
This cannot be done unless one clearly appreciates th^industrial 
root on to which the so-c-allod national democrgitfc phrty h^s 
r€?cen^y blj^en grafted, and from which it draw’s all its nurture, 
andk virility. f*art I, therefore, explains in some detail*the 
history and constitutiem •►f the Labour Party, and also the 
of the ro5»t, which, called by the •most^ilphemistic 
name, is merely a particular species of Sooialism. Jft the 
moment, the iJat^sur Party doe| not seem unduly proud «of 
its lineage, fior inoitlinately anxious to force upon the attention 
of the country its r<^l socialistic aims.* But it is essential that 
tliey should be^aidibareT and this I endea-^ui^to do in Part I, 
not* by quotations from La^br leaders’ speeches, whibh 
cypress considerable dmer^c^ in*views, according to the foiWh, 
..are not conspicuous by consistenCj*, and are^regarded ^ of 
•ho blinding fojrce by the Party. , I give actual exV^cts from 
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oiiiciaJl dot&BMsnts putjlisliedl-by tiie labour Party, not genc^ 
ally Imown or accessible to tbe ortlinaxy reader, and which 
Btrte if ift* with clarity, ‘at any rate in its own language, 
the principl*^ to which thj> Party declares that it h^ pledged 
the allegiance of ah its foUAcers. , ; 

-j^e T Party arraigns ■bef<Sre the t^r of puDiic opinion 

the nresent Government, and, indeed, a^ I>ast " Capitaii^ic 
Governments," and charges them with*l 3 «ving negle^d the 
interests^ the workers, and of heflrig devoid of any cdfisistfOTt 
Lahous* policj^ Such an acSusation, if sufficientty repeated, 
obtains a certain validity of currency.*because the pbblic know 
Jittle of what has been really achieve<^ under Government 
direction. I hold no brief for the pre^fent Coalition Qovem- 

ment_I have often cjpticized its unfortunate opportunist actj,^ 

in TVgardto industrial matters, and do so free^in this book- 

but it is vital that the puljlic should understand, if only as the 
foundation on which to build a new and amplified l,abour 
■po^icv what it and former Governments have done, at the 
expense of the nation, for the workers af Ahc country. This 
is the theme of Part II, and, a% any future soluti<m of ^r Labour 
difficulties must be matri^ally influenced by^ie cHect upon 
industry, mpon employers and Employed, of the cmerf^ncy 
measures taken by Govemmcnt^c*- «ie regulation of Labour 
during the war, ^chapter in*Part JI is devoted*to tliisimportant 
matter. • , ^ , 

In Part III I then proceed to the true purposfrof the book 

_tf5 inSicate in broad outline what seems t«S me to the 

possible LalSour policy for the future. It must satisfy, and b« 
attuned toT the human qualities of tlie workers ; Part III, there* 
fore, starts with a description of the aspirations and sent'-nsnAts 
of tne workers as I found them in real life, and then proceeds 
to set (MiC the principles that I think should govern the thre< 

^teatest relattonships in industry-that of the C^verjimeni 

" to industry—th^t between employers and ^emproyed—jthai 
between industry and the commu?>itY. _ • , 

In my treatmenj of the subject I have tried to avoid acadcyjy« 
diiqwisitiofl; apd to produce a discussion fitting as closely aj 
possible to the adtual realities of workshoj* life, as they cam< 
Within my practical experieilte, first, as an^nginetw, and, later 
in discharging for Government the duties of many War-tim. 
offices involvirig tbe control of labour. « My own as>cer^ui 
ipent of facts is opi>osed in^iftsmy respects tp what has^eei 
staled by otheir wri^rs^ but some thS^c thousand close am 
intonate confCTences du«ia^ thS with employers’ orgaJ^ 

zations, TradeUnion executives,district and branch committees 


1,.F. 



IS > 

togetber witb many mass meetings-—at %l11 of w£ich careful 
notes -weie taken—to sA'f nothing of having xxne*s £^er daily 
on the pulse of over one million men, suj^jly me with a ground¬ 
work of facts sufficiently convihcipg at any rafp to my own 
judgment. « • • 

That the Labouj problem can eventually be SPlved with 
success by resoluta perseverance along the line of principles 
suggested in Part rfP I feel certain. In the robust common 
sense or the British emplo^r and the British workfhen I have 
tl?e utmost con^dence. Of Its “ultimate triumph I «m con¬ 
vinced. Time after time,.during the war, wheir an industrial 
catastrophe seemed^inevitable, I ha’’^ seen common sense* 
acting^ on the nationsA genius for compromise, serve to prevent 
h^h sides Jrom going over the brink of the abyss that suddenly 
yawned. Along^hese principles a solution can be se<Kired 
that will be Stable and satisfactoj^r alike to employers, the 
workears and the community. The first essential step* 4 o a 
solution is knowledge of the ingredients that make up ^he. 
Labour problem, and there is no book, as far as I am aware, 
availab^ to t||e general reader Jhat states the matter plainly 
from a wtQe ai^ practical experience quite as I have striven 
to •do* That is my apology for publication of <his book. 

My criticisms, I trusfT vdlhleavc no rancour ; I have stated 
my views^with ffircctness, but in words I hd-vc weighed, and 
thcHU^ais nothing beliind them, for I am neither mi employer 
nor a politi<uan. I am but anxious to see a brotherly, iust and 
nation-saving solution of the •problem. Labour and I have 
had many a fierce tussle in the past, but I think w^have learned 
to respect each other. No*section of the community so revels 
inSMHfd honours straightforward and downright criticisjn as 
does Labour, provided it is really honest and the critic sin¬ 
cere. Jt is something to be able to say, after so mfick official 
contr^yers^f as d have had, that on no occasioh did we e^hr^ 
desgpna from discussing principles to personalities. I hope* 
this book may no«t conti^in^ single involuntary lap^ from that 
•a«t I count myself fortunate, in spite of aeute difier- 
enc<^ in economib "vdews, *to enjoy the friendsHIp of «nany 
p^^ons. both great and humble, in the Labour movement, 
a valued ptfesossiun I would rteft lightly jeopardize. It* is 
with principles, and principled only, “that this book is con- 



Part I 

THE I^ABOUR PARTY’S 
FALSE POLICY 




z&o 


• CHAPTER XXVil 

THE RIGHT RELATftONSHII* BETWEEN 
EMPLOYERS AND EMPLOYED 
*. CO-OPERATION IN INDUSTRY 

Tlae Workers’ Own Resort to Co-opera-tion—The Marxian Ar^ment 
agrainst Co-operation—Some Workshop Applications—The Marxian 
Fallacy o*-the Origin of ^:3apiCaJ—The Marxian Fallacy of Value— 
The Need of Sympathy in Workshop Life—^The Need of Strict 
Justice—^Xhe Money VaJue of Sympathy in Industry—^The Sympa¬ 
thetic Handling of Labour a Special Art—An Illustration of its 
^ Successful Application. 

T he establishment of co-operation in industry between 
employers and employed is a matter almost entirely of 
the mind and spirit ; it depends u^on the elimination of the 
mutual suspicion that at present exists ; it involves the creation 
of confidence ; it entails the dissipation of certain economic 
fallacies that obsess the workers and also unprogressive 
employers. 

, The 'Workers* Own Resort* to Co-operation 

Labour thorouglily well recognizes tiie J>roductive powtr of 
the spirit of co-operation. In certain trades men work in 
squads, ahd the members of the squad share in agre^/i propof-' 
tions the total price for the squad’s collective work. ^Jtf^ny 
shops are paid on the output bonus system or on a ‘*'fSlow- 
ship ” basis. Under such conditions the earnings of the squad 
or shop, ^within tlfe limits fixed for normal output, depend on 
the full co-f^eration of each member of the squad or shop. 
Co-operation is then recognized as a moral duty. * It is almost 
invariably afforded without stint, if not it is sterftly exacted. 
Many .skilled men also paid on output are assisted t>y semi¬ 
skilled or unskilled “.helpers “ paid a fixed time wage, kxes- 
p>ective of output. Altho?igh the^ increased efforts of *the 
“ helpers “ resxilt in increased earnings only for the skilled 
men, in general co-ojfferation is usually forthcoming from the 
“ helpers,*' and if not it i^4unconditionally demanded. There 
is w.o difiSculty in identifying the doctrines to whietPth# workers 
appeal in justification of their present^attitude of non-co-opera- 
tion'With employers—^they all cbme from Marxian Socialism. 
Diey are encountered evferywhererin workshop. Trade Uni^fin 
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^ranc^ and district committee, and form tlie foundations of 
relief amongst industrial democracy. • 

The Maracian Argument against Co-operation 
^Though it is not possible to crystallize the Marxian d^trimes 
ivith absolute precision of language into a few lines cu print, 
:hey may be stated in simple yrords, with tolerable accuracy. 
IS follows : 

“ Production is tlie process of applying lal>our-force to raw material, 
und the exchange or xnarhet value of the commodity which is the product 
s created by the labour-force expended by the labourer in working, 
rhat value, which solely results from the labour so expended, is 
neasiired by the time occupied by the labourer upon the production of 
;he newly-created commodity in que^ion.* Xhc labour* is paid by his 
imployer a wage which represents the ‘ exchange value ' of his ‘ labour- 
!orce.' But the employer has obtained the ‘ use-value ’ oi the labour- 
bree. and disposes of the newly-created product in the market at a 
telling price which, after making allowance for the costs of produc^pn 
before and after the application of labour-force, is higher Mian the ^vage 
said to the labourer. The excess is ‘ surplus value.' Tliis surplus 
^alue in primitive industry is appropriated wholly by the employer, 
>ut in industry more highly sileveloped is apportioned out among the 
lifierent classes of capitalists in the shape of ground rent, interest, 
nanufacturers' profits, and commercial profit." 

In tbe doctrines of Marx there are three fundamental pro¬ 
positions :*the first, that money is the primary form of capital; 
:he second^ that the value of a commodity is measured by the 
tmount of labour expended upon it .•the third, that the capitalist 
^u^MBthe use-value of a«day’s labour in exchange for its market 
^alue» pocketing the surplus value, which is the differenefe. As 
5 ng as jge allow these theories to remain victorious industry 
i s merely a process by which the capitalist constitutes 
limsem the conduit-pipe to the sale-room^for the workman's 
abour, and as the latter passes through liis hands fUshes for 
limself Mhe " surplus value." 

* • §ome Workshop Applications 

As I yvritfe I have beside me a mass of leaflets, pamphlets and 
vritings^ whic^^^ caitie into ^^y possession during my •recent 
ndiAtrial work, a|l reeking with this p>ernicious Marxianism. 
poftie exfJiracts from tl^e Red mCatechisnt, handed to me 
>y way of argument- in a shipyard, will give an idea of the 
loctrines : ^ • * 

Vho cremes ^1 wealth ? Tlj^workmg-cJass. 

yho are the workers ? Men who woik for wages and 

recede only a pertion of what 
ttkey earn, the other part^ going 
toekeep the idle classcui. 
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■Wfao Ideates aU poverty ? 
'WIxat is a wage-slave ? 


Wliat proportion does a wage- 
%lave%receive of wliat lie earns ? 
What is an exploiter f • 

« 

How do capitalists become rich ^ 

Xhe question of merit does not 
enter into the reward of capital. 
then ? 


Our capitalistic society. 

A person who worlcs for a wage, 
and gives al^ he earns to a 
capitalist. 

On the average about a fourtl^ 

One who^mploys a man and maSces 
him produce three or tour times 
the amctfint he receives in wages. 

By employing labour and exploit¬ 
ing it. 

No. It is only used as a hypo- 
critical subterfuge to hide the 
robbery of labour. 


These are^nly a few <iaiotStions, the list could he amplified 
enormously. 


The Marxian Fallacy of the Qrigin of Capital 
The MarSdan proposition that money is the first form of 
capital is a discordant and disruptive delusion. Marx declared 
that all capital was derived from the^rofits obtained by pajring 
labour less than the value it created. On this hypothesis the 
capitalist assists in no way in the. business of production. 
He is in the position of reaping what lie has not sown. He is a 
bandit who holjls up to ransom the whole world of‘workmen. 
He lets labourers ofi with their lives, that is to say,,.with wages 
jyst sufficient for their subsistence* and the reproduction of 
their species, thus securing the main^nance of a supp]^. of 
labour*, on condition that the labourers hand over to him 
practicalljf the entire value of their labour. As long^ as such- 
doctnnes are taught to the young worker and are acce‘pted_by 
the old. of what good is it to prate about co-operation ^'''^T.t is 
about ^ sensible to advocate co-operation between a host and 
its parasite, between a vampire and its prey, between Sohighway 
robber aud fais victim- Yet that is the vain task on which so 
many eminent persons are. now wasting their eloquence. 

The first essential is boldly and oi>enly to challenge ^his 
K^larxian doctrine of the parasitic character of capita^.' There 
will never be, there cannot be, co-operation between capital and 
Labour until Labour has leaiyied what capital' is and function 
it plays in production. Labour is i;e^dy to learn. I have found 
it possible to s'ustain 4he interest of workmen while explaining 
that capital consists primarily of th^gs that are not money, 
of, goo^s upon which people subsist while pro<4uciS»g other 
goods, of factories, machinery, and raw materi^ ; that capital 
is a.definite agent in production, capable o£^.^pplication, not 
mer^y by the conventional employer, but by every man ; th^t 
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it is something which, when i:^ed in producAon, is consumed, 
so that he who adventures it must possess ^ch experience 
and judgment* as will enable him to surmount the risk 
of loss, and obtain a return sufficient to replace the capital 
tltat has been consumed, and to recompense the« lender 
foif his thrift and remtmerate him'Self for ^he services he has 
rendered and the risk to whic^he has been subjected. These 
particxilar aspects of capital, from their very novelty and un¬ 
expectedness, catch the immediate attention of l..abour, so much 
so that in some districts the workmen, of their own accord, 
arranged meetings and invited me specially to discuss with 
them the character and function of capital in modern industry 
and the extent t© which Laboifr was dependent upon it. ‘ 
Hut realities must be faced. Xhereas no good in evading the 
fact that while capital is essential and of incalculable benefit 
to humanity, it can, ati the same time, like siny other hutn^n 
possession, be used so as to cause inconvenienc», inju^ice, 
distress, degradation, death. In short, the use of capital may 
be socially beneficent, o:^^ it may be maleficent, anti-social. 
The invariable example which the workman adduces of its 
anti-social use is *' profiU'-ering ” in many of its accustomed 
forms. It is a great misfortune that there is no precise term 
in use to describe the particular function of cajjjtal as an agent 
in productjpn. Aristotle distinguished on arbitrary principles 
which he enunciated, and derived fr<vn the conditions of his time, 
bet^Ugeri the natural l^jincficial use of wealth, which he calls 
" economics,” and the unnatural abuse of wealth, which he calls 
.*5» chrematistics.” His principles are out of date, th# termino¬ 
logical dfstinction which he attempted was sound. XRis is 
wna^^fcappens always in industrial discussion : employers, 
thinking of the beneficent function played by capital ^n pro- 
duction^emphasi^3 the dependence of Labour on capital— 
Labour, thinking of the anti-social uses of capital, vid Aiasoning 
from* the paiaticular to the genera^, retorts that capital is the 
cauge of alljl-abom's troubles. If both employers and workers 
could, by appropriate terms, get down to discussing the sarrMiii 
thing, there >frould be substantial prospect of agreement ; 
to-^ay th«ye is n^ne. ^ 

The^ MarxiaA Fallacy* of^Value 
The next notioh in thg workmz^’s mind subversive of co¬ 
operation isahis idea, derived from Marx, that “ the v^ue a 
commodity is the amouivt of abstract buman labour embodied 
in it.” If this Jje true, as so many workmen now ferveptly 
bnlieve, it follo^^ thiSJk. the employer ^contributes nothing what- 



*84 THE RIGHT HEI^Tr<»ISHIP 

ever to the value of the manufactured product, and that t£.e only 
value<producin|r agency is labour. In truth neither workman 
nor employer creates value ; Isoth unite to perform services or 
produce things which other circumstances, e.g. demand, cause 
be value, and they do so because of that value. Hut fhe 
material p>oint is that the lilarxian doctrine rules ou^. co-oper¬ 
ation. Logically, it implies tl^^-t the only possible remedy for 
the present lot of the worker consists in tire complete demoUtion 
of ^e present organization of industry. The worker who 
accepts the Marxian theory of value, with its corollary theory 
of surplus value, is a weak-kneed individual and a traitor to his 
brethren, if he be cajoled for a moment into co-operating with 
his employei^ or if he he^tat^ to fight whole-heartedly for the 
eradication of the employer, root and branch, from the indus¬ 
trial system. 

^The difficulty I have experienced ir* attacking this Marxian 
herfey is tbe common one which confronts any opponent of a 
popular doctrine accepted on faith and rtot on log^c. A 
reasoned explanation of the fallacy^is often not understood, a 
striking refutation is regarded as an extreme instance to which 
no reasonable person would ever suggest that the principle 
applied. When I have put the classic case of a man who 
discovers a precious stone, picks it up and finds it is worth, 
say> £ 50 , and have suggested that the labour-fqrce exerted 
Ijy the finder in reaching d^own and lifting up the stone and 
carrying it to a purchaser cannot surely be the sole^ause 
of its value, the answer has at once been made: “ That 

is a case» of raw material, and not a manufactured a^ticle^" 
I have then taken the case of some manufactured Article Uke 
*' pigs ” or “ ingots." These when made were of a«-iEirtain 
v^ue, but they were put into store as against a rising market 
and became, subsequently, of greater value. According to 
M[arx, the naagnitude of the value of any commodity ia^^Jeter- 
mined by tiie amount of the labour socially necessary for its 
production and embodied in it under the normal conchtiox^ of 
«:negcaroduction, and with the average degree of skill and ihtensity 
prevalent at the time. This amount of labour, in thfe ca,se of 
the '* pigs " and " ingots," was the amoufit exp^ded '^hen 
they were first made, but since then, without the expenditure 
of any more labour, otheir value has greatly increased. The 
increase in value cannot ohyiously be attributed to the addition 
of " abstract " or any other kind of labour. • o 

it is surpr^ing how nmny workmeir have learned quite glibly 
the .outlines of the Marxian value and surplui^..value argument, 
and can express it by rote in flawless 'Marxian terminolo^p*. 
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Even ‘a.cceptidg it, as it has l:>een so truly des£:ril>ed, as " the 
greatest inteUectuaJ mare’s nest of the last century,” without 
any question it* is an argument that has to be seriously con¬ 
sidered. It m\ist be driven by economic education out of the 
wo^-lcers' list of cherished convictions. Np good will ^me of 
treating >t with flippancy, or pouring ridicule upon it. I made 
it my practice to tak^ up the a^ument stage by stage, empha¬ 
size what appeared to me to be "the flaws, and then finish off 
with a number of practical workshop illustrations of cases 
where the argument fails egregiously to hold water. To be 
convincing, and to drive each point well home, takes a consider¬ 
able amount of time, but it is^well worth it. Few persons 
appreciate the extent to which t^is M^irxian sophfttry prevents 
achievement of the co-operative idedl in industry. 

There is just one word of warning necessary. According 
to Mai^, the workman receives from the employer the exchange 
value of his labour-force or power on handing ^ver to the 
employer its use-value. Marx maintained, and xmfortunately 
in the past there has been^nuch to add force to his contention, 
that Labour in return received a wage no more than equal to 
“bare subsistence” or ‘ibare cost of production of labour- 
power.” In many cases the past level of wages cannot be 
defended, S.nd it would be foolish to try and viadicate it. But 
this much «an be said, r^l wages have risen very considerably 
since Marx’s day, and without any overthrow of the industrial 
systmin. Such a re%ul* is absolutely in contradiction of his 
prophecy, and at variance with his doctrine. It strongly 
‘suggests^he wisdom of constructive evolution as c^pos^d to 
defttJT|C^ve revolution. 

The Need of Sympathy in Worle&hop Life • 

XhefJbwer of these economic fallacies is* enormo\i|;ly rein- 
forcegfoy the injustice and want of sympathy tRat too often 
surrounds th% industrial relationship between employers and 
emjfloy^d. •That atmosphere is due to old-fashioned employ ers 
holding fast to.crudfe individualistic notions of industry,»to tltC*' 
idea •that a workman is the animated machine —Ufjtywxov S^avop 

_erf the ®reek ]^ilosopljers—an»" economic unit ” without 

soul, sensibility, id^Js or aspirations, who still labour under 
the discredited obs^sion that justice and sympathy are incom¬ 
patible ^th discipline and the flidPi handling of labour. Of 
course, justibe and sympathy can have no place in a creed 
where labour is merely one of a numbe:^of troublesome items of 
the cost of prodslttion. Neitlier is shown, neither is expected. 
'I^xat type of empl<^er ha% never Recognized that capital. 
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brains and manual labour fill separate and di&tinct rSles in 
industry. He loolss upon bim^elf as tbe aU-dominant person¬ 
ality and Labour as his feudal and dependent liireling. 

^Now domination, or *any attempt at, or suspicion of it^^is 
quite iftcompatible ^th cooperation; fact, the least sem¬ 
blance of it in industry will speedily kill any latent* spirit of 
co-operation. Nor does it matter in. tjje slightest on what 
ground the domination is based or asserted. It may be on 
intellectual superiority, technical experience, organizing 
capacity, social standing, I care not what; it is the poison of 
all industrial harmony. As soon as it appears there is straight¬ 
way an end of all co-operation in any democratic organization, 
and sectariafiism and strife mark the reaction that imme¬ 
diately ensues. Mutual" agreement is the essential basis of 
co-operation, both from the objective and subjective i>oints 
offcV^ew. To secure agreement there must be the spirit to agree, 
and the exigence of that spirit depends almost entirely on the 
knowledge and belief that matters of industrial controversy 
will be considered and adjusted on principles of justice and 
equity. My experience of industry has left me convinced 
beyond all doubt on one point—there is, deep down in the 
heart of the British workman, a sense of justice and fair-play. 
Often it takes »time and trouble to vitalize it, to kssist it in 
freeing itself from the tentacles of ignorance, Marxian sophistry 
and revolutionary formulae which Entangle it, as weeds do a 
swimmer struggling to gain the surfar::e, but in the enotr'if it 
gets a chance, it will assuredly triumph, 
c- 

' The Need of Strict Justice 

The unenlightened employer has not yet given it a bhance. 
He docs not believe in its existence, nor in its efficacy as a 
moderating influence. There are no conceivable circuiEstances, 
he will t^ll yt>u, which Labour will not unjustly use forTfeown 
aggrandisement, if an opportunity coincides with power. That 
in the past has, unfortunately, been the tra<htion ^ on*the 
^t.rt of reactionary employers no less tl^n on the, part of 
Laboiir. In regard to either justification or excuse, no dis¬ 
tinction whatsoever can be drawn between the dwo. I^o- 
positions and proposals founded -on equf^ and reason can, 
with confidence, be "subinitted to the Workman’s sense of 
justice. In many instancdt' during the war, T have appealed to 
this sei^se of justice with signal success in shop nmtters of 
peculiarly aorte trade controversy. Even in regard to victimiz¬ 
ation disputes, always formidable quest^ns,’*5Broductive often 
of almost intractable controversy, thar is to say, cases W 
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d i smi^ al, fine* or reducing, on groxinds aUeg^ by tbe men of 
the prominence of tbe ** victim ” in furtbering^tbe interests of 
his Xrade Union?or because of alleged brea<^es of xmwritten shop 
law, invented, it would be said, by seme vindictive foreman. 
W^en masters and men have failed to adjust the difieeence^— 
the former talcing th€ir stand oif “ their right to maintain 
discipline,” the latter qp their^duty ” to protect their Trade 
Union interests ”—lliave invariably found it possible to settle 
the dispute by getting down to principles of fair-play. If the 
workman who hats been ” dealt with ” was a shop steward, and 
was really using his employer’s time for doing his Trade Union 
branch work when he might and ought to have been doing his 
shop work, the men have accented* the position that, after 
notice, the employer is entitled to ^akc exception to that pro¬ 
cedure. On the other hand, if he has only been utilizing for 
Union business the many periods of time which occur in t!^ 
best organized shops when he is ‘‘ waiting for work ’^or ” sfSnd- 
ingby,” and has done it in such a way as not to interfere with 
his shop work, then the m^ claim that he has only done what 
he was entitled to do, and that an employer who objects to him 
doing Union business un«^er such circumstances is really out 
against the Union. Most fair-minded people would probably 
draw Liie Same inference. , 

0 

The Money Value of Sympathy in Industry • 

'Meire are to-daV many employers, managers, under¬ 
managers, and foremen who still act on the dogma thalT there 
Ss*nothin^to be got out of the sympathetic handling^f labour. 
” tt^'s ^ much cutting air,” more than one has said to me. If 
an em^beyer of this type honestly believe*^ there was money 
in it, he is far too keen a business man not to try it. But to 
many employers Labour is still only a machine which, ag long as 
it ruhSnui any sort of way, is to be left severely ^ione ; when 
it j erics or $ftcks«i'% is to be lubricated with smooth words, 
professi9ns bf the employer’s anxiety for its* welfare, ” soft 
sawder,”* for wjiich^the men, naturally, have the utmost coil^ 
temp^. ^ • 

^ The Sympathetic Handling of ^Labour a Special Art 
A very large number of employers have not realized yet that 
the sympathetic management of labour is a special art, calling 
for peciillar •qualities of temperament and tact. Ui^il tl)^t 
is accepted as sound economics there cam never be qo-operation. 
Technical expex^ipnce ^ the uSual qualification required ^of a 
foseman, seldom, if e'N^r, is the le£^t m&gaxA paid to his ability 
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to tisaidle meoi ^mpatheticaHy so as to get tke best ^-ut of 
them. Yet tli^t, moch mor^ than technical capacity, con¬ 
tributes to ■worlffihop efficiency. There many persons 

wholly unfitted by nature to have the charge of men, na^re 
e^>eci^y to perform the Responsible duty of taking on ^d 
discharging them. 'Their presence in a shop is a chroaic source 
of irritation, and keeps the^ men's .backs pei^etually up. 
Co-operation, under such conditions, cannot exist. An out¬ 
sider entering the shop can feel the strained relationship almost 
intuitively. A sort of nervous tension seems to pervade the 
place. No cheery words are exchanged between men and 
manager, as the latter passes through the shop. A notice ^ 
often found‘Sin the office: “Workmen must wipe their feet 
before entering.” As a workman said to me : “ No such 

direction is given to anyone who comes to place an order.” 
How much better to say to every one, Please wipe your feet.” 
If a workntan wants to see some one in authority he is kept 
hanging about, losing his piece-work earnings, or is brusquely 
told that the manager is engaged, while all the time he 
sees customers admitted with welcome to the office. One 
manager frankly told me -tliat but ^r his clerk, who artfully 
got rid of the workmen always wanting to see him, he would 
never have had a-ny time to do his business. Thaft indicates 
the attitude of mind that good employers are fighting against. 
It is not considered by unprogressive employers any part 
of the recognized duty of a manager to apply symf»a^-hy, 
understanding, and tact to the treatment of Labour. There 
is no do^- bt it requires very great time and patience and* 
prolonged study and investigation of numerous circumstances 
which are on the surface trivial. A manager is oft^i'tT” loath 
to devrfjte to work of that kind time and energy which he 
thinks, and which many employers certainly think. more 

profitably ,b® spent in technical and commercial activity^ 

An Illustration of its Successful Application ^ 
o^Hut assuming that management will accept the ^teaching 
of the best employers that the S5rmpathetic handling of labour 
is an employer's duty, and- apart from that, is good business, 
the problem then will be how to make Sffid strain such an 
appeal to the worker that he will be induced to co-operate with 
the management. A simiLur proble^ confronted mys^ during 

r rt ofr .the war period when, as Oixector of Shipyartir Labour, 
had <ffiarge of the labour in some 2,500 firms, employing 
something like one million men. Outpwt to be secured 

and maintained at all oosts, so ^when ' my trouble occurred 
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ny Xl^partmmiit btad to mtervene ii the maxvagemeTit axid. 
ncien, lacked to come to a. speedy settlement. *Wlien forming 
tlie Department I gathered together a small hand of enthti- 
si^tic and far-sighted employers and*Trade Unionists, and in 
conjunction we made a determii^d and intensive eifort ^o 
get right* down au Jo^id and strixe the chords in industrial 
human nature, on who$e vihr^ion co-operation is dependent. 
Some simple principles were formulated, which, later, as 
experience grew, were modified in detail. These were made 
the basis of the app>eal, not merely in mass meetings. Trade 
Union lodges, and elsewhere among the men, but also, with 
the assistance—and it was loyally mven—of the employei*s, 
^rried into daily "Workshop pra<^ice.* At the tin*^ when these 
principles were first put into operation, there were close on 200 
strikes a week in the 2,500 firms. After a twelve-months’ 
regime the strikes which had fallen regularly, month by month> 
came down to under ten a week. Some employers denied 
that the principles had anything to do with the diminution of 
strikes. One of the mos't prominent described them as “so 
much pap.’’ But the Trade Unions took a different view, and 
I hold many personal letters from some of the principal Unions 
attributing the whole of the improvement to the sympathetic 
regime thOT had been put into operation—it w^ really nothing 
more than#carrying sympathy and strict justice into all the 
details of workshop life. •Far be it from me to suggest that 
an^M&tate department,* without executive responsibility, can 
run labour as well as a private employer who has that resfponsi- 
•Ifility ; tl^e point is that enormous improvement in tl»D co-oper- 
a't^ve spirit between employers and employed can be eifected 
by tKS^^doption of a well-developed ttmthodized. system of 
handling labour based on sympathetic principles. • 

Co-op»ration is -a vital essential for the»reconstruction of 
indoytry. It is the true antidote to revolution. •Jt Vill o^y 
be forthcoming in-^dustry when^ound economic conviction 
opesates in* an atmosphere and environment of justice and 
sympatljy. As long as economic fallacy is allowed to pe^meoJn* 
the minds of employers and employed, leading them to reject 
or t>®little^he rn ^erial advantagt^ of co-operation by repre¬ 
senting it as inim 3 ?!ai to tRejr respective interests, and as long 
as the want of sympathy and justice continues to feed that 
fallacy, co-operatfon will ^jever em£Tge as an integrating force 
in iudusfrv.* The remedy is, therefore, obvious. 
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THE RIGHT RELATIONSHIP BETWEEN 
EMPLOYERS AND EMPLOYED 

3. PRODUCTION IN INDUSTRY 

« ' “ /■ 
The Importance of Production—^What Production Depends on—^The 
^Vorke^s’ Notion of the' Secret Fund—'* Passing it on "—^The 
Workers' Belief in Restricted Output—Introduction of Time- 

and I^hour-Saving Appliances-Payment by Results—Subdivi- 

Siion and. Simplihcation of Process—^No "Niggling" at Prices. 

The Importance of Production 

I T is unnecessary to stress the national, the social, the 
indtistrial need for pioduction. .«That does not rrlean more 
output with no improvement in the ratio of efficiency. It 
means more output accompanied with increased efnciency and 
therefore lower cost of production. It is on cheapness of out¬ 
put that the demands of tl*e home afid the foreign consumer for 
commodities largely depend. Restriatioh of output 
for the community higli costs of commodities, less purchasing 
power, a tswer standard of living ; it means that l^ej'e will not 
be available either the wealth to finance social reforms ,t.or 
the capital required for industry, and therefore worse <v‘*^^tions 
and less work for the workers ; it means reduced export trade 
and adverse cxclsanges. Apart from production, thtfi'e is no 
fund frdm ^hich labour can be paid, the only fund *?l^tiiat 
consisting of the commodities and services srnd v^Ues which are 
produced. As the fimd is made greater by the jo 2 ht effoi 4 s of 
^C*nployers and workmen, so can the wage paid 1;o the ivorker be 
increased. One worker is needed to realize the goods, values or 
services produced by another worker. If hoth inrrease their 
output as much as is reasonably' 'practiSHble, each has the 
maximum available *for exchange, and both can secure for 
thens^elves the greatest p^sible standard < 3 f living. On the 
other h^nd, if one particidar worker limits his produ<^on, say, 
by one-half />f its reas«*nable maxintum, he not only injures 
himself and his dependents, because he throw&«^way the oppor¬ 
tunity of dispK>sing of onei-ha^f of Iris lab<>^, but he also mjurlSs 
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the o^er wovicmarL who, directly or indirect^, exchanges with 
him, and who woiald like to ec^change the wh^e of the goods 
and values and services which he produces, but who is pre¬ 
vented from disposing of more than ene-half by reason of his 
opposite nrunber's selfish and ^upid action. Xhe^presJht 
national*standard of * living can oy no numan ingenuity be 
maintained under t^-dj^y's conditions of output. 

What Production Depends on 

Lord Weir has truly pointed out^ that there are only foui 
methods of improving the volume and efficiency of our nations, 
production : 

V(i) An increagfe in intensity *bf eftort per operative hour 

(2) An increase in the number yf bperative hours per indi¬ 
vidual per day ; 

(3) An increase in the number of operative individuals ^ 

(4) A perfecting of methods, processes and cdganiza^ons 
by which waste of operative hours is eliminated. 

Accepting this as an accurate statement, which it is, of how 
alone output can be increased, I wish to point out the immediate 
obstacles* to an achievement of these four objects. They art 
these : 

In re^.Ai to (i)-the workman’s low concep'^ion of work, his 

tendency, in many trades, to lose time, his inveterate belief ir 
restriction of output. * > • 

•AerCegard to {2)—^theconception of organized Labour that the 
present 47- or 48-hour ordinary working week is a social Vefomn 
tHth whifrh no tampering will be permitted, anddhat^if ir 
types ^f trade prosperity more hours are necessary, they oughi 
to be'^iiOrked as overtime. 

In regard to (3)—the insistence of the 'IVade Unions^ in this 
couiItry» on their rigid lines of demarcation»of work—in othei 
w o w j s^^n certain work being always reserved for cci^aiA Unions, 
without refe*’enca—^ the prevailing industrial or commerciaJ 
conditions.* > 

In regprd toj4)—rfhe opposition of the workers to th*} intsHV* 
duction of time- and labour-saving appliances, or of payment 
by Jesuits-^—and Lord Weir adds : ^ the killing of the spirit of 
enterprise among^Hfployef^, as the result of the taxation policy 
of the Government ^the lack of reciprocity and co-operation on 
the part of the Trade Upions, arpounting to active obstruc¬ 
tion ; aiio bad statesmanship on the part of the eryploygrs’ 
organizations. * * • 

To stat^the^Ajurfcnethod^in their order of relative p^actic* 
^ * Address to ClxaAber qf Cexximerce, Oct. 18. 1920. 
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il>ility, they run fr),4), (3) and (2). All the obstacles emixnw- 
ited above to Souring greater, jwoduction by methods (x). (4) 
ind (3), are the fruit of unsound economic th^ries that have 
:or many years past been sedulously instilled into I-abour, apd 
ir€ now accepted bjr it as p^rt of its everyday rule of life and 
induct. ' 

The 'Worlcers* of t^e ^Secret Fimd 

Foremost, in normal times, comes the erroneous belief that all 
the aspirations of 1-abour for increased remuneration, shorter 
hours, improved conditions of employment, can be satisfied to 
the full out of the existing profits of employers and current 
production. «This has been argued incessantly before myself. 
It is honestly believed thgt all that is necessary to liquidate 
the demands of Labour is to devote to that purpose part only 
o^the existing profits of industry, in their entirety said to be 
apprbpriated-by avaricious employers. Xhe sole impediment is 
considered to be the greed of employers, coupled with the fact 
that as industry is now organized they hold the money-bags. 
But this error can be exposed if the demands of ILabour are 
reduced to a definite charge per annum on the industry in 
question, and each particular establishment involved. It can 
usually be show;a on the actual accounts in typicaf establish¬ 
ments, at any rate in the engineering and shipbuilding 
iiMlustries, that the demands of Labbur could not be met out 
of existing profits. In fact, in many*.cages, if the wlxrf«»of 
employers* profits were handed over to Labour, and Capital 
left withotat any return whatsoever, the demands o^ Laboixr 
could' not be satisfied to anything like the full extent? ^ 
This delusion is one of the most pernicious in iMri^stry, 
because^ of its wides'pread acceptance and its fatal results. It 
has been fostered Jby the war conditions, a& has alread y b een 
explained. Employers made profits which exceeded imTPffltiy 
cases those retainable unden the Munitionsjpof Wafr or Finance 
Acts, and so it frequently did not matter to them what rate of 
w«%ges J:hey paid in order to expedite woric. Moreover, war 
advances, far above titie rate of wages, were distributed under 
order of the Government Qourts of Arbi trat ion tc^ cover jthe 
increased cost of living arising out^df the Xffinormad conditions 
resulting from the wal-. These war advances were generally 
padd by Government, in addition to the contract |^rice fox 
xnupitioxjiS. Thus the workman saw very high ncftninal rates 
of wages padd* and the«employers af th,e satme tii^e making 
much, greater profits than they could toy kgy appropriate. 
Kothing was, therefore, mor<^ natural thsAs to suppose that aM 
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demands cot^^d on the current basis of dUtifCt be satisfied 
out of existing profits. • 

** Passing it on *' 

^^ccepting^ as will some sections of X^abour, that tlseir 
demand^ cannot be met out of dltiployefs* profits on present 
output, the alternative is, they say, that the manufacturer 
must raise his selling pt’ice by dn, amount sufficient to cover the 
-extra cost. In this it is assumed, of coxirse, that the rate of 
production remains the same. It is a fixed idea that every 
manufacturer and the owners in every industry can raise prices 
without any difficxilty whatsoever. In discussing this delusion, 
as I have frequently done, it becomes quite obvious that work-* 
men do mot appreciate the effect ^hich an increase in the cost 
of production has in reducing the ambit of the market for the 
sale of the commoditji in question, or in lessening the demsmd 
for-it in a specific market, with consequential c*irtailm«it of 
employment, and undermining of standard rates of wages. 
The regiolation retort is t^at any trade not able to pay proper 
wages ought not to live. That, of course, depends on what is 
" propeSk” When the vj^ges are starvation wages, every one 
will agree the industry ought not to live. W^hen the wages, 
though srKficient to cover (i) subsistence, arc not sufficient for 

(2) reasonable amenities of life, nor to allov^ adequately for 

(3) trade-^ill, there may be diff^ence of opinion, according 

t^^the circumstanees uf the par^cular industry, whether it 
should be maintained or not. "When, however, full 5^nd 
adequate remuneration is paid to cover (i), (2) (3^, it is 

suicidal ^jolicy for Labour to insist on such advances in wages 
as mitgt kill the industry. 

In advancing the contention that if the employer^ cannot, 
out*ofJids existing profits, pay the advance on wages claimed, 
iW^h^auld be added to the sales price, workn^^^n invariably 
repudiate as whqjlji immaterial Ijie resultant eff^t on trades 
other thax^ their o\vn, and especially on th^ consuming com- 
mtmity. If those,claiming the advance are engaged jn 
is i9ele%antly*called a “ key industiry,” that is to say, wliere 
their output is wtw or semi-raw material for other industries, 
it IS obvi^s rise^ in its cdfet may inflict serio^ dam^e 

on both employers* and employed ifi the dependent industries. 
But the workman's retort is “ 1 ^ them pass it on." I have 
* had thA put to me on fiundreds*^ occasions. The effect on 
the community is disnmssed as qiii^ irrelevant. • * 

XHurini^he w^, t^e fashion of general advances in wages to 
tfover increased cost^f living came ir^J-o vogue. The consequent 
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'eaction on price# set tip the ** viciotis cirele JoiownHo all 
economists where a g^eneral advance in wages raises prices, thus 
orcing up the cost of living, and so creating a fresh demand for 
1 further increase in ws^es. Over and over again hy simple 
Ut^trati^ns 1 have tried to make this " vicious circle '' cl^r 
to workmen. I hav% alwa;^ been much impeded one cir¬ 
cumstance. In the early days of the war, in certain districts, 
IS soon as a general advance hi wag^ ^as awarded by the 
wages tribunals, or conceded by Government, the various 
Lodging-house keepers put up their rents for rooms, or their 
charge for board. This was stigmatized by Labour as *' profiteer¬ 
ing.’* Arguing by analogy, the workpeople contended that 
when a generrl rise in prices'followed a general advance ^n 
wages, it was entirely due to profiteering. It was never 
admitted by the workmen that any part of the rise in prices 
was the natural, inevitable, logical result of the general 
a<yvacices in ^vages, through the increase of purchasing power 
operating on the same supply of commodities. War experi¬ 
ences have equally confused workm^p’s minds with regard to 
the effect of high wages on the volume of employment. What¬ 
ever glimmering suspicion^ the workipen had before-the war 
that an advance in wages in many industries tended directly, 
through increased cost of production, to bring about fmcmploy- 
ment, has now |>ractically been dissipated by the >^ar. Time 
after time, I have been told that none of the general advances 
in* wages during the war has ever cause<J uaemployrnent.^Xt^ 
explanation, of course, is that during the war workmen were 
not to anji^great extent producing commodities for an ordinary 
commerciMmarket, but munitions of war for the Government, 
and all they could turn out the Government could 
insatiable was its demand. 


^The Workers’ Helief in Restricted‘Output 
'We come'to another dangerous and wid^i^rea<L fallacy, the 
assumed advantage of restricting output. This declares i-^elf 
• i^^many varied forms. One of the coimnpnest is a definite 
lin^tation on the tonnage, or feet lineal or square of tfi'e dsiy’s 
work. When the day’s work is completed ‘the wcjfkman,^ if 
paid on time, will frequently remain at worisr^iit doing nothing 
tmtil the “ hooter goes.* In other cases if paid on a piece-work 
basis, the workman will sc^netimes leave the shop a^er his 
day’s work or “ stint ” is finished. 1 have investigate cases 
where wbrkmen coming; on at 7 a.ua. finished their day’s 
work and wefit home by to.30 otr xx a.ix^ <^her ift^thods of 
reaching the same end are ^ess opeue The operative, instead ol 
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finishing his work ^arly and then allowing niR machine " to cut 
air ** for the rest of the day, will with nice calculation slow down 
all day long so«as to spin out allotted day's work more or 
less uniformly over the working day. Industrial experience 
diuring the war has proved the exist^ce, to an almq^t in<^n- 
cervahle^extent, of this latter me^od of» limiting production. 
Perhaps I can best illustrate it from some cases within my 
personal knowledge.* In one mstance some boys straight from 
a board school were put on to do a simple operation from which 
men had been withdrawn for more arduous duty. Working 
at the men's piece-prices, they averaged £4 15s. per normal 
working week against the men's £z los. That meant the 

boys tximed out-nor were the5fc any»the worse i^r it phj^sically. 

—almost twice the men’s output. Women I put on to replace 
men at some simple machining operations made, after a short 
period of training. ^£6-^10 per week, against the men's £4—£ 5 * 
The women were paid the men's piece-prices for yie operatidh. 
In another case men who were working on piece-work, after 
learning of the announcement of the Minister of Munitions that 
under no circumstances •R’ould piece-prices be “ cut,” speeded 
up their .output by rso per cent. These are only a few selected 
illixstrations out of a * large nurnber. * They are concrete 
exemplifiaations of the appalling extent to which the false 
doctrine otlii^itirJg output is rampant in industry—operative 
as an active orthodox Trade Union principle. 

By limiting outppt the workmafi gcnxiinely believes that he 
i^pCTforrfting a mora^duty to himself and to his tra^e. He 
argues first, that he is reducing unemployment by making the 
work.go*rotmd ; secondly, that he is keeping up tne value of 
Ifis hajadicraft by putting a premium on its application. "W^ork- 
men na^^ described to me the difference between j>ossible and 
actual^roduction as being ” their reserve^ fund.” Over and 
^gain this policy has been justified to me b^ r^erence to 
the*action qf comrngrcial trade combinations which pool orders 
and limit yie oufpmt of, the works of certain of their members 
ino^er to ensure business for other members less fortunat^y 
situated, and* also by reference to groups of manufkctiirers*» 
who systematicaily keep up prices by ' •keeping the bottom in 
thfe market ” thMUgh restricting •the quantity of their output 
that is offered for,^ale. The workfneix wiU tell you in words 
to whi<^ no ecqpomist can object that value is due to utility 
and to 4 iiqitation of supply. VWi^t he overlooks is that all 
that is thereby establi^ied in practice is a minimuhi rate of 

*■ See ot h ter illu^^ati^ns reported by me to tbe GovAnment, p. 302, 
JVoWfcm* ofjd JDisp^Us, by Lwd Aslcwith- 
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wages, and that •maximum earnings depend majfimum . 
output. There* are many classical instances, well within 
memory, where unemployment in certain trades was in fact 
almost entirely abolished by restricting the output of those 
employe<4. notably by discontiniiing the then existing s3rste]sis 
of payment by results^—‘ ‘ blobd money ' ’ as it was called These 
recollections live. But, as a matter of fact, these instances 
prove nothing. They occurred abdu't the commencement 
of a depression in trade, and, in fact, the extra cost of pro¬ 
duction subsequently caused by the limitation of output, 
accelerated the unemployment in those very trades. Still 
working men, like most men, argue from particular cases of 
.personal oxp>eaience to umiversals. 

The only way to attaek the heresy is from the concrete 
illustration drawn from the \Jnited States of America. There 
restriction of output is not merely unknown, it is definitely 
rejSudiated by the Trade Unions. Unfortunately, many labour 
intellectuals who have no knowledge of American conditions 
pervert the facts and hold up to execration the industrial 
organization in the United States *of America. “ Scientihc 
management,” they have told the British workman, ” is merely 
cunningly devised slavery in which the shackles of serfdom 
are so precisely adjusted that the workman is a mere*cog, help¬ 
lessly and inhhmanly enmeshed in a grinding ^anti-social 
mechanism.” The average workman, however, pays little 
attention to rhetoric and * rodomontade,from whomsoeygr 
it may,emanate, and I have succeeded*in satisfying bomes of 
workmen ^ to the value of production by taking an American 
establishment and giving the output, hours and remunera¬ 
tion per man per annum, or any other convenient oej^od dJ 
time, along with the output, hours and remunerstSon per 
man fof the same period in a comparable,establishifhi^nt in 
Bngland.,. T^e output will be expressed in pounds 
of wholesale market prices. . This really do^ sink in. Then 
the moral can .be driven home. The vital trujth can^be 
. slmwn that in a well-run establishment, a$ output incr<SKses, 
•ch^cost of the fixed charges per unit of production defcre^es. 
Consequently every percentage increase in output—assuming 
no softening ” of the selling ^rice irtAts iif a larger 
percentage increase in the amount available for division 
between workmen and emj^yer. If that division is.effected 
on equitable lines, there is an obviovi^ advantage to th^worker. 
That is 5^y the workman in the United States of America can 
take home ifiuch higher real earnings kha% his 4 jcrother in 
this ^untry. It is not diffictilt tp satis^ th& hard-headec^ 
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pracflcal English worker tha.t these higher*American earnings 
are neither manna <iropi>ed froni heaven nor^oles from more 
fX>mpassionate» employers. * ^ 

If there is scepticism as to the value V> Trade Unions of produc¬ 
tion, there is complete ai>athy as Jo the necessity of ^oducifion 
for the nation's sake.* What is \^nted & to secure conviction 
of the need by simple homely illustrations. The extent to 
which in any comftitfnity izibreased production conduces to 
plenty, and plenty to employment, good wages, a higher 
standard of living, and low prices is beyond the present ken of 
Labour. In other words, the proposition that the prosperity of 
a coimtry depends upon the production in the country obtains 
no credence wliatsoever ; it i^ gcntsrally trea^d by working 
men as a sheer irrelevance- * * 

On the other side of the account some reactionary employers, 
and under-managers and foremen, cling to the hoary fallacy 
that however high the output may bo, workn^n are \iever 
worth high earnings. Such persons seem to think that 
the payment of high •\gages, even when accompanied by 
high output, is a reflection on the management of the shop. 
They constantly argue 'that high wages degenerate the work¬ 
men, and lead to lost time. In order to reduce earnings, when 
they are dbnsidered to be inordinately high, th§ piece-prices are 
" cut," ai^ time-allowances are " docked." This is a pecu¬ 
liarly English folly. No •American employer would dream of 

'l^^e results in England are disastrous. With the fear of 
ha'ving his trade-prices reduced, the workman will nbt " go 
all out," but will limit output and maintain his tpaimiogs at 
such a figure as he thinks will not stimulate the employer to 
reduc^n^ces or time-allowances. In commencing a piece-job the 
operative will deliberately go slow so as to get a high price fixed, 
and^thweby allow for any future cutting. The employer ought 
t»^no<w that the more jobs that pass through oi»pv«Sl- a work¬ 
man’s machine on bench in the shift or working day the greater 
is nunriber of j&bs over which standing and fixed charges 

anc^^tee invariably portion of the working costs are •apB^r*«« 
tioned, and, therefore, the smaller is the debit on each operation 
and the lo^er is ♦he cost of production.* If the employer can 
get*high producflOlf^t is tC> his direct interest to allow high eam- 
ingfsfor it. This.is«well accepted by American employers, and 
represents normsd shop practice in Jhe United States of America. 

Introduction of Time- and Laboi^-Saving A^plicfticcs * 
Anyone Acquainted 'with industry in the United Stages of 
A^enca and *in Eiqgland vcannot {ail to notice one further 



208 THE |IIGHT RELATIONSHIP 

strikmg contrast. *111 the United States of America time^ and 
labouT'^aving appliances, machines and methods are being 
continually put into service by employers, and la3rally operated 
by labour. It is recogi^zed as being in the joint interests 
of them hoth. It clearly is. An3rthing that resrilts in a net 
reduction of output-cPst, aftftr allowing for extra intejest aifd 
depreciation, benefits not merely employers, but also employed. 
In England, however, workpeppfte seri<fos 4 y regard time- and 
labour-saving devices as inimical to their interests, and sub¬ 
versive of trade-rights. It is contended that the introduction 
of such devices leads to the displacement of labour and to 
unemployment. In this connection labour has learned no- 
4 hing from experience. Improved machinery has enormously 
bettered the worker’s lob In the United States of America 
the resultant reduction in ou*tput-cost is admittedly the reeison 
foj the much higher real wages of American workmen as 
compared wit*^ their English and Scottish confreres. Nor has it 
led to unemplo5rment in the United States of America. There 
is no reason why it should do so even temporarily. The introduc¬ 
tion of time- and labour-saving appliances is always a gradual 
process in any factory. Qrdinary foj'esight and organization 
by an employer ought to enable any men displaced still to be 
retained in employment. But many English employers have 
impeded the introduction of labour-saving devices l^y haggling 
oyer the readjustment of piece-rates in respect of’the instal¬ 
lation of machines giving improved output. The Americam 
employer, on the other hand, tries, aftef allowing fcA- th^co^s 
of the ne'^ machine, to maintain, as far as possible, the old 
piece-rates, with the result that the workmen's daily-earnings 
are increased by its use. The English employer is mcIindC 
to think that he is justified in reducing piece-rates ^ long as 
the workmen’s dajly earnings are maintained. It is ij^neces- 
sary to yoinf. out which policy is most likely to attract th e 
wage-earned to the use of jmproved machinery., ' 

Pa3rment by Results 

Nothing in industry is surrounded by so nfuch cOnfi^ion 
and ignorance, both among employers and employed, as the 
question of payment by results. The vaJhaa-ef this^method of 
payment in promoting production is indisputable. I have 
many acttxal cases in mind where the introduction of piece-work 
in place of time-work resulted in arf increase of oytput up to 
xxo p»er*'cent., thereby .materially reducing the cost of pro¬ 
duction. Yet while in some trades, for es^mplar^the cotton 
trade" the operatives refuse to worh on any b^ssis other tha^ 
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piec^worlc, ain other trades, for example* carpentering and 
many sections of en^neering, ^iece-work is considered a “ pesti- 
l^tial system*** tending to unemployment, degradation 

of the worker, and untold evils. It* is in regard to payment 
results on the premium boi^^ system that thC greyest 
misconoeption prevails amongst both masters and men. That 
^ a system under whi^h a time is fixed for each job. If the job 
is done in less than ftie fixed rfme, the time saved is divided in a 
definite proportion between employer and worker—generally 
half and half in England—and the latter paid for his portion 
at his ordinary time-rate. The system has provoked in this 
country, unlike the United States of America, the greatest 
animosity on the part of the Tfa.de tJnions. Tlffeir point is thaf 
on a piece-work basis, where the mail is paid a definite price for 
each article or operation, the more he does the more he is paid. 
Por all time he sav^ in finishing an article, he receives t^e fnll 
benefit, the employer’s benefit being the lower ^st of produc¬ 
tion resulting from increased output. What right then, it is 
argued, has the employe^:, like a parasite, to make anj^hing 
out of the time which the worker saves on the premium-bonus 
system. • The argument is plausible, but misleading. It 
entirely overlooks the fact that under a piece-work S5rstem, 
where th<? workman is paid for all the time ^ved, prices are 
necessaril3g» fixed on a much less liberal basis than time allow¬ 


ances on a premium-bofius basis^ In the latter case, just 
b«cati^e tlje employer ^cts a share of the time saved, he can 
adjust the rate generously, or as rate-fixers put it, ‘**fix the 
price loosely." If production is to be furthered in tlais country, 
the v 4 iole system of payment proportioned to output miist 
be lop(F»edfree of its perversion'by certain employers, and eman¬ 
cipated from the^prejudice of Trade Uniofis. 'When displayed 
int el l i gi b ly in its true economic characteristics, the system will 
s^cak •for itself. The actual rates to be fixed» uflder any 
particular system are, of course,* a fair matter for collective 


bay^tining» 


Subdivision and Simpliflcatioaf^of Process 


An idea ^ co mjflo nly encountered among the rank and file that 
to £eep up the laBo^^costS of every operation or job is the 'best 
way to maintain 1;he^eneral value of the Ihbour of the operatives 
concern^. An illustratiqp may taken from the engineering 
industry. 4 [n engineering, as is well known, England was.the 
pioneer. The practice iifthe early da3irs was for a^killed turner 
or millwright, or-other craftszhan, to undertake a job, p>^rfoxm 
9 il the necessary machine and bj:;nch operations, and caj^ry it 
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through to coix^l^tion. Later, as work increase^ in vcflume, 
and still later in diversity, there gradually evolved a differenti¬ 
ation between the turner and \he fitter, and in more recent 
times, between turners and fitters and other kinds of engineer- 
ing^craftsvnen. 6ut the ess^ce of the btisiness was that evg^ 
person concerned in the work should be sC tradesman, or skilled 
man. In recent times, the employers succeeded in establishing 
“ their right "—^which is now Wjing qfie^ioned—to promote 
unskilled men, perhaps shop labourers, to work certain classes 
of machines, capstan and turret lathes, etc. These men were 
graded as machinists, and when the trade became organized 
generally received at^ut three-fourths of the skilled turner’s 
Vate. They wtfre designated "'semi-skilled ’’ men. 'The point 
to be observed is that any Operation among the many thousands 
that constitute skilled work is deemed to be a " skilled oper¬ 
ation," performable only by a skilled man, and if in special 
circvifiistances.' it is undertaken by any other person, supposing 
such an improbable case, it carries the full skilled rate of pay. 
Very similar, but somewhat less rigid, conventions exist in 
regard to semi-skilled work. The inflexible way in which the 
engineering Unions enforce^ these trade practices has ^certainly 
reserved exclusively for skilled men a large sphere of work, 
but it keeps up production costs, and retards development of 
the industry. Whenever a new and improved machine has 
been introduced, a machine^ say, of & type where the skill was 
mainly in the machine, and no longer t<x anything like th^sazpe 
degree lequired of the worker, there has been a constant struggle 
between t^ie Unions and the employers as to whether the 
machine should or should not be operated by a skilled*- man. 
Sometimes the employers have won, sometimes the l^ie>ns—ft 
is a purg question of'relative strength. But the obvio^ waste 
of skill in employixkg one skilled man on one .of these m^N^hines 
when hen:oyld manage two or more, and the payment^of tfce 
skilled rate, all added to the prevailing limitation of produciidh, 
have discouraged English employers from histalling up-to-fj^te 
-^ppfiliances and so cheapening production.. 

This is not all the story. In the United Stales of America 
the invariable practice is to subdivide every j«»b int<^ its simple 
constituent operations, allocate each ^implti' iHSchine operation 
to a machine expressly designed, or " seV up " or " rigged " 
for that special operation.^ and cap>able of beinn, tended 
by ,an unskilled person after a small modictim oiWaining. 
So also m regard to nop-machine operations, that is to say, 
assembling or fitting. Each operation is alloeated*Tb a special 
person, in the first instance probably quite Unskilled, wh(^ 
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becomes proftcient and efficient at tKis one line worlc. Xhere 
is little^ or no h^gling about tiig remuneration of these unskilled 
operatives. The volume of production and the consequent 
ability to pay high wages obviate thsA. It is never contei^ed 
by the Machinists' XJryon that all atf these subdivided operations 
must b^ done by skilled men, and by them only. Yet in 
England it is practit^Uy a rul^that no man in a Union engineer¬ 
ing workshop may lift a file ai¥d do the smallest amount of 
rough ” filing unless he is a skilled fitter. 

It is a platitude to insist that the natural and efficient evolu¬ 
tion of indq^t^ involves subdivision. It is, in fact, the 
governing condition of efficiency and,low production cost. It is^ 
equally evident, from American experience,* that there is 
nothing in subdivision really hurlpful to the skilled men, their 
trade, or their standard of remuneration. Subdivision in the 
United States of Anaeftca has led to an enormous output* All 
the vast number of machines in service must be up, repaired, 
and periodically overhauled. Only the skilled men can do 
that. The machine “ tenders ” or " minders " must be super¬ 
vised. That, again, is work for skilled men. All the tools for 
the macllincs must be ground, repaired, and in most cases 
“ set up ’*-more work for which skilled men alone are suit¬ 

able. In short, in the United States of America, tlie skill<^d 
men enjoy better conditions, a higher status, and receive greater 
real wages than the skilled men i« this country. The lattSr 
nAist ^e helped to r^aliae, and quickly, that their presen^ jiolicy 
of preserving for skilled men exclusively each simple constituent 
©"peratioiv now included in skilled men’s work is <ffetrimental 
te th^ir interests, is stifling in<Justry, and strangling the trade 
of th^n^ion. 

• ^ JtJo “ Niggling at Price* 

^At the same time, a stern caution must be adftnnistered to 
certain employers. , With labour “charges forming so large a 
prdjsBrtion bf the costs of production, some enSployers are con- 
stant^Sen the aIert*to pxiU down wages by fair means or fbulw^ 
slight alteration ^ made in the method o^manufacture, or some 
de'^gee that wouj0 deqeive a fuast year's apprentice is htted 
to a machine, and then-claimed tha^ the work has bcscome 

such as entitles th^ employer to put unskilled or semi-skilled 
men on it> it, or alternatively, to reduce the skilled man's price. 
Sharp pracfice of that sort sours the shop. It intensifies enor¬ 
mously the difficulty, at present greht enough,* of the good 
employer, ^r\^g^Iing to reorganize his business fairly^'and 
prop^ly on efficienf* and fionest subdivision lines. I^^ent 
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trade customs, as they effectively exist, mxist be hon¬ 

oured. No employer should be entitled to vary the accepted 
trade gr^ading of the work or its Accompanying fhte of wages or 
prices tinless there is a gemriine and substantial change in proems 
or Anacbiilery which in realit]^ supplants the skill of the worklbr 
and manifestly increases production. * * 

So far as improvement of production is^concemed, the diffi¬ 
culty first, last, and all the timte i^the bittCT enslavement of the 
mind of the worker, and, if I may borrow the phrase, the 
"collective mind " of the Trade Unions, by economic fallacy, 
and this must be attacked and vanquished before any real 
progress can be made. The remedy is education. 
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CHAPTER XXIX 

THE RIGHV ^ REL^^XIONSHIP BETWEEH 
INDUSTRY AND THE COMMUNITY 

Xbe Formsbtion of Sound Public Opinion—^Xtie Responsibility of tbe 
• Consumer—Xbe Duty of tlie Citizen. 

I F too little t:onsidera.tioii for the coirimunit3^has been exer¬ 
cised by industry—and that^ *unquestionably proved in 
the foregoing chapters—the community has scarcely realized 
its duties to the >\pricers in industry. 

The Formation of Sound Public Option 
Industrial disputes in tjie long run m\ist be decided by the 
force of public opinion. Ei the past there lias been far too great 
an inclination on the par^ of the public to dissociate themselves 
from indiostrial controversy as though it concerned them not. 
Apart frotn the direct economic effect of any CTcat strike upon 
the consuming public, the community is under a <^efinite moral 
obligation *to try and reach a right conclusion on the issue 
a^pd tg use the weigl^t of its opinion to secure a fair and equitable 
^ttlement* In the course of any strike of importance imme¬ 
diate tribute is paid by both sides to the power of J^he public. 
This is evidenced by the various s'tatements of their respective 
f!kses ^which emanate from Cach side. Labour is specially 
sensitive^o the control of public opinion, and is the^first to 
realu^^he hopelessness of protracting any strike against which 
public • opinion is hardening. Therefore, both in uegard to 
a^b^H:ainment of facts and an intelligent determii^ation of the 
mevits of c^ch Industrie controversy, the public is laid imder 
greaT^.i^ligations. It is one of labour’s chief complaints 
the p.vCTage sHareholder makes no effort whatever at gerferal 
meetings of his «ompany to, ascertain the facts in regard to 
strikes or tock-^fhts^^r to regulat% his investments with some 
regard to his company's treatment of its workers. This com¬ 
plaint i^justiiied. ^ 

♦ The Respo:^ibility of the Consumer • • 

Every consumer has definite respodbibilities. In the middle 
of last centurjfr h^was almost omnipotent, and industry's jehief 
'^dbject was to meet, indeed to anticipate, his desires. His pow^ 
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to-d&y is not unrestricted by reason of th»> competition 
between constimers in different nations for limited world 
supplies, and because of the better organizatioh of emjdoyers 
and employed. But still<the consumer has immense power, and 
in ftie iniferests of industry, ^ciety, and, mdeed, of the natic<li^ 
he ought to realise his duties. The day has long gdne pasr 
when it was thought that all expen<^tme by a coxisumer, 
whether in necessaries or luxuTiest conduced alike to the benefit 
of trade and the increase of the national wealth. It is now 
recognized that at all times the supply of labour and raw 
material and capital—“ the wealth heap,” as Mr. Hartley 
Withers gx&phically describes it in his Poverty a-nd Waste 
—is limited, if, therefore, any consumer demands that more 
luxuries be produced than necessaries, there must be fewer 
necessaries for those who want tliem, and those at higher 
price? because we are expending on luxm-ies capital and labour 
and raw maCeA^ials otherwise available for the production of 
necessaries. Even if at any time the supply of necessaries 
exceeds the demand, that does not justify the production of 
luxuries. If luxuries are demanded, capital and labotir and 
raw materials must be mor-o or less permanently h3^othecated 
for their production. If, on the other hand, luxuries are dis¬ 
pensed with, then capital and labour will be diverted to the 
production of necessaries, with consequent reduction of prices 
ahd improvement in real v^ages of workers as the supply of 
necessaries increases. As capital more of less automatically 
tends to flow to whatever class of production affords the 
greatest remuneration, it is really only the consumer who cab 
control in what particular class pf production it is invested. ^ 
question will always remain : "What is unreasonable luxury ? 
That is, of course, a question which each person must answer 
fqr himself, but anything, as I view the matter, is a-Yfipre- 
hensible'^ luxury when its production results in the pqfi- 
sumption of wealth or attraction of labour_^ which Is needed for 
more urgent national purposes. If aily consumer is in drsfibt, 

' can save instead of si>end. He can invest his s^'^mgs in 
industry, or, if not, leave them on deposit with his Jpank, which 
can db it for him. By this means new ^perzn^nent. indris^les 
will be started, production of necessaries ir*''reased, wages and 
purchasing power improved, and a definite. service rendered 
to the community by the esJ-ablishment of undertakiilgs which, 
if sound.and properly managed, supply emplcfjunent, and 

increase and. circulate v'ealth in a liVay the production of a 
Itunjoy could not attempt to rivkl. The consxiipdr'luis a duty 
nowadays to think. 
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There is a.«m\ich smaller supi^y of wealtlf than most persons 
reaJUze, which accentuates the duty of every person to use his 
income in the^nanner most Ifenehcial to the comm\mity. In 
book The ZHvision of the Product of I-nd-ustry, Professor Bow- 
,1^^ shows (p. 47) that if we take ^le tax‘-pa3ring income for ^xi 
of residents in the Uifited Kingdom deri^d from home sources, 
viz. 3^742,000,000, and from it subtract (i) earned incomes— 
giving no earner moJe thaf! ;^i6o per annum—(ii) farmers' 
incomes, and (iii) endowed chaVities, the balance left is "only 
3^550,000,000. Subtracting from this latter figure the pre-war 
amounts re<^uired for national saving and national expenses 
there remained only 200 to 250 millions “ which on the extremist 
reckoning can-have been spent but of home-produced income by 
the rich or moderately well-off gn •anything in the nature of 
luxury." This sum would have been little more than sufficient 
to bring the avera^e*wages of adult men and women up ts> a 
minim um of 35s. 3<i. weekly for a man and 20f’..»for a vfeman, 
which Mr. Rowntree in The Hutnan Needs of Labour estimates 
as reasonable—with pric^ as at July, 1914. Professor Bowley 
puts it in yet another way. Before the war, there were about 
10,000,000 households <iach confining on an average about 
44 persops, of which nearly 2 in eacli household were wage- 
earners. If the total home income had been divided equally 
roimd, th^ average net income per family, a^te^^ all rates and 
taxes were paid and an adequate ^um invested in home indus- 
oieries* would have*b^n nominally £153 from home income, 
which,^f the balance of income brought home from abroad 
‘and nof^ re-invested abroad we^e also divided eqjially,round, 
.would be increased to £162 per annum- The equal distribu¬ 
tion of 4pcome would, of coiirsc, have enormously increased 
prices. Professor Bowley observes : " V/hen it is realized that 
thfi '••hole income of the nation was only-sufficient for reason- 
heeds if equally divided, luxurious expend’t^rois seerf to 
be more unjustifiable even than has been commoruy supposed." 

•Xhe Brussels International Financial ^Ilonference said : 
" AbS^e ail, Jo fill up the gap between the supply of^ and 
demand for, commodities, it is the duty of every patnotic 
ci^zen tp prsyj^lise the strictest possible economy, and so to 
contribute* his iBiaSBm\iln •effort* tp the common weal. Such 
private action is the indispensable basis for the fixed measures 
requireii to restore put^c finaq^es." 


The^Duty of the^ Citizen ^ 

The principles of Labotu*policy which I have 
• generally in“^the <^irection of ^freedom and in its befet sense 
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izulividtiaUsm, looking rather to the development in in<fustry 
of co-operatioi^ than to struggle axtd the use of j^wer to 
settle differences and express tne balance of e<:onomic forces. 
Hut industr^l &eedom «nd individualism impose correlative 
responsibilities on all citiz^^s, especially in regard to ttfle^ 
maintenance of efficient socml services.* At first sight, any 
mention of social services may appear a contradiction of the 
argument develoj>ed so far. 6oCial services to many minds 
are mevitably associated with relief in the narrow sense of the 
word, conceived as a concession to the clamour of Socialist 
theorists. In reality they are the growing expression of an 
increased social sensitiveness. No State can be iiealthy which 
is based on a fi>undation of hardship and suffering. Certain 
abuses must be removed* ^nd certain conditions remedied. 
In any advanced economic society the State mxist take 
action, has taken action, and will in futiere extend its action. 
The sdcial concnience, to anyone who rea<fe history, is a real 
and growing force. But to be sovmd and effective it mxist of 
necessity be based upon voluntary individual co-operation. 

As things are to-day, we must recognize that State activity 
in social services is in many •branches ahead of the understand¬ 
ing of the ordinary man. It has, through the i^ature of 
our political machinery, developed in a specialized manner, 
which thrown a heavy burden upon legislators and* adminis¬ 
trators whether voluntary qj* official.* There is a consequent 
confusion, lack of co-ordination, and ^>v«rlapping»of ftffor-t> 
which leads to waste, not merely of money, but of w^i^- i^, in 
the loqg r\m, more important—human enthusiasm, effort and? 
efficiency, in dealing with this problem, the individual is of vitals 
importance. The average citizeii’must know more, t^ke«nore 
interest, ^nd render more service, if order and^economy are to 
take the place of confusion and waste. The necessity f<» tixis 
individualrln^jisrest is reinforced by the present financial feitpq^ 
tion. • *' 

We are, as a nation, recovering, in* fad, becoming slqiAdy 
^_5paa\^les/:cnt, from the effects of war-time and 4>os1^-war in^fetion 
of mbney and credit. W^e have realized that sound lma»ice 
and th® balancing of thfc Bud|cet are the necesS%iry foundations 
of prosperity. Other Eurqpean natiohs aS^i^tfu enjo^ng the 
temporary delusive prosperity that can always.be obtained by 
inflation and dishonest finan^. To <^tTy the econonAc argu¬ 
ment one stage further, we must realize that the ^tate cafl' 
only 'carry noiv-producers jto the extent* to which industry can 
obtaii\ a surplus, after providing <or wages, ifctereST, replace¬ 
ments; fete. The State cam>ot, by any arrangement of taxation. 
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loans or administrative activity, provide aR artificial standard 
of life, which is not e&med by human individual activity. 
There is, the^fore, urgent rfeed for education in finance, in 
both its public and private aspects.* Some of us are learning 
flhe lesson by the bitter exper^nce of high rates ^nd taxes, 
others ^y the hards^hips of unemploynrfent. Bxxt out of this 
experience much ^pod is coming. VVe are learning the true 
and permanent bases*of na-rtonnl prosperity. The dangers of 
Great Britain to-day are not to be foxind in Red Revolution. 
Democracy will fail, if it fails at all, from a lack of xinderstand- 
ing of economics and finance. Politicians without scruple or 
Foresight may hold out bribes of immediate material advantages, 
trusting to some juggling of fTgxxreS to cnable«<^hem to redeem 
their promises. During the wa^ the National Savings Com¬ 
mittee, by a steady education in economics-converting financial 

theories of currency/"goods and services into the terms of ii^en 
ind munitions—educated the general publi^iMito th^ social 
rionsequences of spending and thrift. The control of national 
finances so established uxader the patriotic stimulus and urgency 
3f war is no less necessary in peace. 

The Itistory of social legislatioiv in the twentieth century is 
the exp^jession not merely of democratic pressure, but of^he 
.nereased social sensitiveness to the national conscience, awak¬ 
ened by iildividuals of outstanding merit prot&t^g that certain 
2 vils should no longer exffet. As thf industrial revolution worked 
LtseU outfit was pt)s^ble to ascertain, by patient investigation. 
Its we^cnesses and evils, and to provide certain vemedies. 
Based qn a steadily growing pfosperity, its reccyd is worth 
reetting ; a wide extension of education providing in increasing 
legi^e JV* opportunity to th? able men and women in all ranks 
af society to dwelop their individuality ; a general jstaMdard 
>f*effucation which proved its value in increasing temperance, 
^iprinished crime, and growing sense of public spmita culmifiat- 
,ng in attention to the physical condition of scnool-children, 
:ftawt in tformal times "would have given ev4jry child a happy 
chil^hottd. In public health, the eliminaticpi of^^e 
most dangerous infectious diseases, a steady improvemftit ol"" 
sanitary*con<^jfcons. and an educatiorfin preventive medicine, 
that can be pro\jed^y ^atistics to Jiave been directly remuner¬ 
ative. ^On the positive side, an extension of infant welfare 
vork, 4^hich, relying oi\ the nat^al affection of mothers, and 
falling upon them to develop th^r own individuality, has for 
1 small exjjenditure Educed the infant deat^ rate by^ half. 
Htealth In'ShranCe on a contributory basis has lessened the sham 
>f sickness m the wage-eamer’s^family, and as the results of the 
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quinquennial valuations of Approved Societies are«nore widely 
known and un<ierstood, will overeomft any remaining adverse 
criticism- Old age pensions ha'%^ removed the Tear of an old 
age spent in dependence on grudging relatives, or on the Poor 
withats deterrent associations. The treatment of unen^. 
plo57ment has gained*in efficiency and thoroughness •by the 
steady gaining of experience—^the I,abou^ Bpreaux, Unemploy¬ 
ment Insurance, the use of Stat% c^dits to finance international 
trade and guarantee extensions of industry at home are laying 
foundations of a new order—the irregular activities of volun¬ 
tary organizations and local authorities in emiCTation have 
developed into an Imperial Scheme for Overseas Settlement. 

• Under the exiting conditions df financial stringency, we have 
to consider how this burdeA c^n, in the future, be borne. How 
much of the national income can, in the years immediately 
to «ome, be devoted to services admittedly admirable in their 
object^? One f»3t becomes clear : at all costs we must hold on to 
the main essentials in the public services and keep the machinery 
in working order so that it will be ready for expansion when 
financial conditions make it possible. The fall in prices, result¬ 
ing in a reduced cost of living, lower war bonuses, lo'^er cost 
of materials, is bringing, and will bring, even further 4 rchef to 
the taxpayer an<^ ratepayer. The adjustment, however, lags 
behind the ch^jage in individual circumstances, and is*the cause 
of 'much criticism of those ^n authority. If, however, this 
policy of holding on to essentials is to be farl’ied out, *her«»wiil* 
have to be an increased measure of economy—econcasBy, not 
merely pf m®ney, but, in its original Aristotelian sense, pf man-** 
agement of a household. This can only be done by atten^on 
to details, by a higher standard oi public spirit, by wbicl^the 
servidcs yi health, edxfeation, etc., are looked Mpon by those 
who benefit as something for which they pay,* and for wlfich, 
in The loieg ^Min, they are responsible. If the desire ff>9 
education were widespread, there would Ipe an Immediate 
economy in school»attendance officers, rdta committedfe, atidNa&l 
^hAsrnaebinery devised to block the holes in* the^ educ^^onal 
"net. ^f the individual standard of care for health were raidted 
as it can be raised by s^ch movements as health weeks, babgy' 
weeks, etc., there would be a consequen^caduction in the 
expenditure on Public Health. But the Ingest measure of 
economy of the household ^panagereent typ^ woul<x come 
through a ^co-ordination of the activities of nationsA depart^ 
ments, local authorities ai^i volu ntary Organizations. Atten¬ 
tion ha,s recently been called tcffftie^dvance of ftm^lfCLiture due 
to the •sVstem of grants-in-aid lotal authorities, by which 
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local«autiiorities ^re led to spend money oti the false assximption 
idiat the ratepayer will ^ain something to be«paid for by the 
taxpayer. The discrepancy between the rating system and the 
tax-paying system is the root cause of many difficulties, but a 
•^ider \mderstanding of finance would obviate the grosser evils. 
Under o\ir English system o<»governanent, all lucent fegis- 
tion has been of specialized character dealing with specified 
asses, or a partieular evil^ each need was recognized, a 

Dedal administration was set up to deal with it, and wa now 
a.ve innumerable inquiry officers, inspectors, officials of various 
rades administering Acts of Parliament and regulations in 
arying ways. The whole relationship of national departments 
nd local a\ithoritics requires refcrision and reorganization. 
>wing to the burden of rates on the ratepayer driving the 
.uthorities to rely more and more upon subsidies from the 
•Jational Exchequer, and to their refusing to undertake new 
>urdens, social services have been identified w it h departJTiefttal 
LCtivity, red tape and bureaucracy. Local^government has 
uffered from a gradual atrophy. , 

Now, under pressure^! financial stringency, is the time to 
iveshaul our social jnachinery. It needs the services of the 
Dest brains that the ebuntry can* produce. The problem has. 
wo aSt>ects. First comes financial policy. Owing to ^he 
x>mplexi4y of administration, no local chock can exist on the 
;otal exfJenditure in any area. Inquiry is urg«ldy needed^^ 
-he lines of the national retum*known as the Drage ^tuim, 
settTng out for each l^cal government area the sums paid by the 
local •fathority. Health and Education, * 

th^National Ministries of Pensidhs, Labour, etc. A.t p^seffi the 
facts are not known, and, indeed, are not available. Secondlj^ 
in Smlhistrayon, we need a co-ordination of invest^at^ai^ 
inqwiry. and some measure of co-ordination m tlie payi^^ of 
iSiei ; at the very least, a register of “tssStance by which <»1^- 
lifDoing in payments and machinery could b<i»«t^dod. The 
SSnt to which eith^ of those movements could be successful 
depends almost entirely upon local interest. Any schem^et 
UP Gov«rninent would but add to the general eoij^d^n. 

:^onomv in this sense is a strict.inquii^i and attention to detail, 
Sad is £??srvlte which oan 6nly be rendered by those of busines- 
experienife and*ai>ility. -Finally Wopld come a reorganization 
of ^e^oor Vbw. not in any spirit of hostility to thc^e wlu: 
iba-^ dope si^ admirable worK-jn spite of abuse and 
seutatioh, but a reorganization on to new areas coiBcidi^ 
the other.^ea% of local go'^eriraenr, and more nearly adjustec 
to the.present industris^J. conditions. 
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As ^ social policy, ^tie insistence on econoifiy wUl seexsf dull, 
but tbe comment of the old lady al>ou 4 bLiosbands tnat the good 
ones are dull applies equally 4 o social policy. The future 
development of social services must depend upon the economic 
and^nan<nal future. Nd one under present conditions cafi 
advocate itesh channels of C&cpenditure,* or the widening oJ 
existing channels. This is not a confession of failure, or an 
admission of social stagnatioiv ^A^e cam fio longer measure 
social reform by the gradually increasing sums of money speni 
in particular specialized services. We must, for a futxire as 
long as we can foresee, measxire social progress in the terms oi 
the social service that the individual is prepared to render, 
^s a preparatiop. wc need two elements : (i) wider economic 

education ; (2) wider knowledge of social conditions, and the 
provision for dealing with Social evils. For* the first the 
development of the Savings Movement ^s a guide. Started 
in fqxfi, with the twofold function of economic education and 
the provision 01 facilities for the small investor, it has grown 
into a financial instrument of unlimited possibilities. 

In the six months ending March 3^, X922, £93,000,000 have 
been invested in Savings Certificates, a sum which js more 
» remarkable when one considers tlic conditions in industry 
dririhg this time. By a wise foresight, arrangemenTfe have 
been made by vdiich local autliorities can borrow drom the 
Public Work^^Boans Commissioners* 50 per cent^ of the 
money raised in the area* oF any local -authority. In l^ief, 
this meaqs that £46,500,000 per annum o? new capita l is_b eine 
saved, and made available for works of public improvement 
if requited, •^♦hile another £46,500,000 will be available*!or 4 :he 
repajmnent of ways and means advances which will thu%.set 
free l^nk credits for tfoe financing of private J;rade. ^ It is a 
steady regular funding of the floating debt by jnoney whioih ^ 
actually s^^ed. As a. measure of comparative magnitu<ie of 
millions it is ^ell to p>oint out^ that the total cost of Old A§d 
Pensions for the p^t financial* year was, £21*,750,000,* and 
. total cost of Poor I-aw in the year ending March 31, X92«^*was 
■^2i?^oip,o6o. This measure of success has concegfled to^ome 
extent the other function of the Committee, «viz. economic 
education. In the last analysis. the*;]^robleMi»of uflenimlb5nnent 
becomes one of finance.* So far as it can alleviated by 
measures of insurance or relief or emigration, taxation axAl rates 
will provide the means, but }>^ond aH compulsion, the indi-^ 
. viduak has •a measure of responsibility^ \Vise spending, the 
avoidance of wa;ste and exifravaganpe, will do naore«to restore 
the foundations of industry and credit than an3^ action by 
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Gov«TimeTit, J'flst as during the war it *w^s possible to div-ert 
goods and services from4>rivate ends to the ma^ national need 
of providing jnen and munitions necessary for victory, so 
to-day a conscious control of individual expenditure, including 
^ measrure of personal thrift and sa-^ng, will mean lower rates 
'of interest, a larger* amount of«credit, a generfil improve¬ 

ment of trade and employment. 

As regards the seccvid el^pie/it, viz. the wider knowledge of 
social conditions, foundations are being laid by voluntary effort. 
In all the big industrial areas a growing measure of interest is 
being taken in social conditions. Xhe pre-war voluntary 
associations are realizing their inevitable connection with the 
Government. Departments :^d local authorities. Councils, 
representative of local authorities ^nd volunfiiry associatioife, 
have been formed, based, not on^he Victorian ideal of the Lady 
Bountiful, but on the justcr, saner ideal of a common citizenship 
owing service to^tlTe community. Practical steps ar^ being 
taken to reduce the chaos and overlapping ineRort and money : 
in one place a survey of local conditions ; in another a handbook 
of information on the Idbal provision ; in yet another a system 
of muty.al registration of assistance and relief, and finally, an 
investigation into the “total sums*spent out of public funds in^ 
social ^rvices. Underlying it all is the personal scrvice^en- 
dered by*social workers, as welfare workers. Guilds of Help, 
prohibitfon officers, infq,nt welfare workers,^tc^ Out of experi¬ 
ence has come th<^undcrstandingTtha(t two types of co-oper^ion 
are deed ed : first, th# co-operatioh of experts in co-ordinating 
Cjues^TJfhs of policy ; secondly, the co-operation of Individual 
ci'^zertS in solving the problems of the individuB.1 in* trouble. 
Fr^pti a wide experience industrial unrest there is a firm 
convicflon th^t the hard cases, the unintentional injustices, the 
administrative difficulties, summed up by the phvas'^V red 
tape," are a rnore fruitful source of trouble than the l^ger 
^gt-ievanc^. •• • 

• This advocacy of .personal "service in many fields and in 
filtering degrees is not the vapouring of a sobial visionary, but is , 
aj i d 5 Spressibn the genius of our race. Every reforrm ^Pv*ery« 
method of social advance, has owed ijs existence to the enthu¬ 
siasm df ^^mnteem trying a now idea, finding it worK success¬ 
fully, an<^henT:pji'v^*'cingothers that^t should apply throughout 
the coiflintry. It is not muddling through, but the onward march 
■of mdi\9dual freedom,* which #ilty:ludes a freedom to combine 
and a freedom to pervade and convince others th^ a n%w way ^ 
is the ri^^t svay. "Die Teutonio* method of sociaT improve¬ 
ment by oompuision, lyt for its own sake, but fo^ military 
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purp<^es, iniiueiice^ ^nglisli tlioug'ht for a generation. * Tlie 
resist is seen ia a development of ttie State far*^beyond tbe 
capacity or desires of oiir people^ The remedy is to be found, 
not in a further treatment of homoeopathic doses of the same 
medicine, but by relying •upK>n the natural, healthy develo^ir 
menf of tlfti national ^irit thseugh and in the individii^al. 

The uncovenanted service that is needed from each member 
of the community “ is inspired^ei;yice that«is not measured in 
cash,* about which there are no overtime disputes, and in 
which time and a half or double time is welcomed rather 
than objected to. And is not that the kind of service for 
which the world is pining ? Unless we can do «away with 
the nicely balanced give and l^ke we shall not make pro¬ 
gress in alleviating the sufferings of humanity." And there 
is an even broader vision. As against the extreme Socialists 
who preach class-warfare, and try to sever class from class, 
thefe i%only one true antidote—some strong.^ompelling, active 
principle that teltcls to bring together all classes, not for selfish 
ends, but springing from an ever-present sense of the brother¬ 
hood of men. * 
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CHAPTER ‘XIX 
THE OUTLOOK OF THE 



WORKER 


Ignorance about Industry—Misconceptions as to 'Wages-I>iscontent 

and its Causes-Sfiect of Sad Environment-Fear of Unemploy¬ 
ment-Dissatisfaction with Status In Industry-Belief in Agitation 

—Desire for Improvement-Low Conception of Work—Suspicion 

of Employers-^The "Worker and his Trade Union-The "Worker 

and the Community. 

M y endeavour, henceforward, will be to state, as concisely 
and clearly as the subject permits, the main principles 
of policy which, in my judgment, should be applied to industry 
and its problems. As a necessary preliminary one must 
indicate the characteristics of the worker, his sentiments and 
aspirations, his defects, his virtues. After years of continual 
intercourse with labour, I confess my failure to* meet in the 
flesh the workers as depicted in current revolutionary publica¬ 
tions ; nor Tiave I succeeded in discpvering among them that 
alien race with sjon^athies and sensibilities diflerent from 
those of the rest of the community, ever moved by material¬ 
istic^ motives, always pursuing some irrational course <Si 
foolish selfli&hness as described in another type of literature. 
Against th« unwarranted accusation that the British working¬ 
man in his opinions, feelings and sentiments is at all a differtfnt 
person from the ordinary British citizen. I haVe never ceased 
to protest. That he often suffers from a limited ^y^)ook«B 
reac€s to ^>re juji ice, and cherishes at times a grudge against 
socie^, I am not going to deny ; but after working among 
workers, and, later, spending a great part of the war-period 
in controUiitg one minion workmen of every description, and 
meeting in familiar iryfercourse their Trade Union executives, 
their district committees and their own deputations in 
numerous shoi>s and yards* I can truthfully say that I 
generally found the. worlcer a humaiv being who is open to 
reason and to acceptance “of a view ^substantially fair and 
just, once his ignorance is dissipated, hi%prejudic#s removed, 
and his humanity recognized, has, however, no patience 

for humbug, rhetoric or cant. * The trouble is that he has not 
been treated in the past as a sentient and rational person by 



or even Ms ovm TrstM'ItXnkm iea<iers~the 
cause of our present industriJn difSculties. ■ “““ 

Ignorance about Industry 

When in retrospect I recall my impression of the outstanding 
characteristic of the British Working-man as I fcnesv him in the 
workshops, I unhesitatingly fasten on his appalling ignorance of 
economic matters. Few of the " rank and file " have any 
con<»eption whatsoever of the factors and forces which con¬ 
stitute that type of economic activity known as industry, still 
less of the contribution of industry to our national prosperity. 
And in regard to comiTierce and its part as the handmaiden of 
industry, their ignorance is even more profound. Xhere never 
plays upon their imagination the least glimpse of the wonderful 
complexity of the mechanism of finance nor of the amazingly 
intricate organization of buying and selling. Who can blame 
them—they have never been told. I have kept a meeting of 
workmen keenly interested for an hour, after the conclusion of 
some official business, in a simple explanation of the functions 
played by finance in indust^, and of the various kinds of 
financial operations entailed in the marketing of the product 
of their part^'cular factory. ^'Workmen respond to sympathetic 
education with cheerful alacrity. One of the expedients to 
which the Department of Shipyard Labour resorted was - the 
institution of talks with workmen in various ship-repairing 
districts of the r 61 es being played in the stirring circum¬ 
stances of the times by naval and merchant ships which 
were in dry-dock in local shipyards for recontlitioning or 
repair. It had a most stimulating effect ; men found them- 
sel /-es no longer sluggishly working upon an uninspiring 
metal hulk, but upon a living ship redolent with stirring associ- 
r. atic^^^ engaged in performing for the nation functions and 
duti^'^hich they could readily understand. ^ Xhere wa*s less 
time lost, less sleeping on night-work, fewer stoppages of, work, 
greater expedition, larger output. 

Misconceptions as to ^^ages 

The rate of wages is a matter ever present to the mind of 
the worker. It is the question of most general discussion in 
normal times ; but at. all times there is a strange failure to 
appreciate the true faots of the position. Xhe average work¬ 
man thought, beforr the war, .that his employer waa always 
able to raise his rate of wa^s, if not to the particular level 
demanded, at any rate sumqiently to afford a substantial 
increase, and that only the 4miployer's selfishness stood in the 
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^ay of this l>el3^§f cloxte. Sucxh*most certainly was tlie opinion 
generally entertained by l^bou^ when, during the war, the State 
became -virtually -the employer. Time after time bodies of 
y^orkmen told me in perfect good faith that there was no diffi¬ 
culty whatever in the Government paying the rate of wages 
which*they claimed. It seeme<i to them wholly immaterial 
that they were being paid, not Qut of the product of their 
wca-k, but out of money borrowed by the State, with aH the 
consequent inflation of currency and rise of prices. Wh^Je, at 
the end of the war, many of the more enlightened Labour 
leaders appreciated, and a few, whom I honour, pubHcly 
denounced, the futility of the mad ra<ie of wages after prices, 
the average workman never was able to ^asp it. There was a 
simple way, he thought, of compensating him for increased 

prices-^merely to raise wages. Much of our industrial trouble 

to-day is due to the spxirious appearance of prosperity which 
was caused by the high nominal w’ages of the war-period, and 
to the notion engendered in the mind of Labour that the 
Government could now, by resorting once more to war-time 
methods of controlling industry^ create the same prosperity as 
existed immediately after the -w’ar. Tliere is a foolish belief 
even among moderate men that the Government refrains from 
doing so in the interests of emplbyers, in order fo bring about 
a reduction of wages and a retrogression in conditions of 
employment, and to weaken the po^er of the Trade Unions. 

Discontent and its Causes , 


Ohe who moves among the workers cannot fail to be 
struck wi^h the discontent which permeates them. Some 
pKiople it “ industrial xmrest,” and condemn it a 

menace to society ; they forget that discontent with existing 
conditions is an essential element of process. ^ SocieW 
advances^not by uniform and rhythmic strides in a i i-ec- 

tion, but by^-OUvulsive movements which, if plotted on a plan, 
wotald. present the appearance of gyrations to right and left of 
the airi<a oi progTCsSion, but generally register a forward 
march.* In our democratic organization of society, where the 
mutxial relations of constituent elements of the community are 
so generally governed by common-sense compromise, no section 
that was passive could- e-ver hope to better its social conffitions. 

There are several ‘caus^*for the pr< 5 i^alent dissatisfaction, of 
which probably the most potent is the increasing standard of 
education. Those who take the trouble to compsde the educa¬ 
tion of our industrial classes of tb-day with the lack of education 
of the workers at the beginnihg of the nineteenth century, as 
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iescxibed. in some of the Factory Inspectors* reports,* 

cannot fail to realize wlmt enorxitous progress hi^ 'been achieved ; 
md this progress has—and happily so—given birth to a new 
srision. Oug of the first effects of education is to stimulate 
aispirations for improvement of material conditions, a^d the 
sociad observer generally fin^ that the first aspira^ons created 
in this direction by education are frequently not kept within 
the boimds which a fuller education and a wider experience 
ultixpately impose. 

Efiect of Bad Environment 

As, during the decades immediately before the war, the out¬ 
look of the workers widened under the influence of education, 
and especially as a result of the facilities for travel from the 
towns into the country for holidays and recreation, there has 
arisen an increasing dissatisfaction with industrial siirroundings 
and home conditions. Nor is that surprising. Owing to 
the aggregation of factories during the industrial revolution, 
as near as possible to the centre of towns, and the huddling 
of houses in crowded, fetic^ and ill-built courts, as near 
as possible to the factories, a condition of things grew up, 
and indeed in many large towns still continues, more than 
sufficient to* cause industrial discontent. Men 'are told by 
Socialist prosclytizers the plausible story that sucSi a state of 
things is one of the inevitable concomitants of the capital¬ 
istic organization of industry—a statement quite untrue. 
What caused it was the impotence of municipal organization 
in those days to control town planning or regulate the construc¬ 
tion of streets and erection of houses, and the insufficient 
development of the social conscience as to the things which 
ought to be dorjc for the good of the community. Some of our 
Quccess/ul leaders of industry have conclusively demonstrated, 
*by tfJCf^nost convincing of tests—^viz., the commercial,succtes of 
their venture—that there is no necessary connection whatsoever 
between bad industrial environment and the prosperity of their 
** capitalistic ” works. Take for examf>le»Iord keverhulme’s 
beautiful garden village at Port Sunlight, and many*similar 
model villages connected with ether industrial undertakings. 
IMothing more conduces to indu^rial contentment than a com¬ 
fortable home ; no one can expect *contentment in the occu¬ 
pants of many of the olt^ houses which still disgrace some of our 
industrial centres, with their leaky roofs, rotten floors, muddy 
backyards ahd generstl stzuctural decay, in which it is impossible 
to keep things nice, or childreif tidy, or household effects clean. 
Our municipalities are doing ^eat work in sweeping away 
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dwellings of this kind. Xhein final disappearance is a matter 
of expense and fat^, for removal is costly. I..ocal authorities 
are pecrforming wonders in keeping, so far as they can. pld 
‘buildings fit for human habitation, but there is a limit to 
the process of patching up ancient and dilapidated houses. 

Fear of Unemplosrment 

Another active cause of industrial discontent is insecurity of 
emplo3mient. If this week a man is in work and has nb cer> 
tainty of work next week—a condition even in normal times of 
large numbers of the industrial population—^he is persistently 
oppressed by a desolating fear. Want'of work is the menacing 
spectre which haunts the background of every working-class 
home. Intermittent emplojnnent produces serious decay of 
human fibres and moral degeneration—an inevitable result of 
the discouragement caused by fruitless seeking after work, and 
of the shifts to find food for wife and family. Xhe inability to 
organize any uniform routine of living leads straight away to 
improvidence : w'hen a man is in work one week, he spends all 
he has, relying on continuance of the work ; next week, if 
unemployed, he has nothing except perhaps some unemploy¬ 
ment pay 05 benefits. It is systematically rubbed into him by 
exponents of Socialism that unemployment is solely caused by 
the capitalistic organization of indusiry, that there can be none 
under the Socialists' rjjgime, as if any socialistic scheme for the 
reorganization of industry is going to compel the consumer to 
bujfcmore commodities and services than he would be prepared, 
or able, ttf buy under capitalistic production. 

• 

Dissatisfaction with Status in Industry ^ 

A contributing cause to industrial discontent of Rowing 
moqpent is what the worker describes as the denial C 9 f mh- 

human stat^^in industry. He complains, especially in the 
matter of being taken on or discharged or put on overtime or 
night-work, indeed, with respect to the whole conditions of 
his emj>loyihent, tHat little or no regard is paid to him as a 
human being. He is content to accept the theory of the Labour 
intellectuals—it is certainly rft>t his own conception—'that he is 
a wage-slave taken on and discharged just as it suits his employ¬ 
er's interests, and that his labour is -bought and sold on the 
same principles as any other raw mstterial in industry. 'The 
old paternal relation of employer and employed, unfortunately 
much weakened by the introduction of the factory system, 
has rmdoubtedly disappeared with the conversion of family 
businesses into vast joint-stock company concerns ; person^ 
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touch between the master and men no longCT ex^ts. 'Ihere 
is, however, no ground for suggesting—as Socialists are fond 
of instilling into the minds of the worlcers—that this is still 
another inevitable result of the capitalistic organisation of* 
industry. In some of the largest and greatest of capitedistic 
worhs, worlcers can be, and to my Icnowledge are, tfi'eated with 
consideration and sympathy^ ‘I^eir human values can always 
be respected and full human status accorded to them if only 
the ]H%ht spirit prevails between employers and employed, and 
proper machinery exists for its infusion into workshop life. 

Belief* in Agitation 

Discontent, expressed in constant agitation, has unfortunately 
been of practical value ; that is one reason why it is so rife in 
industry to-day. No substantial increases in wages or improve¬ 
ment in working conditions have, in the past, been conceded 
voluntarily by employers, but only after pressure by the Unions, 
subject, of course, to considerable qualifications in special cases. 
It is more or less inevitable that it should be so, having regard 
to the way in which the machinery of collective bargaining has 
been operated by both sides. Every time, when an increase 
of wages, or hn improvemen*c in conditions is demanded and 
refused, and then \iltimately given under threat o&a strike, it 
feeds the springs of futilre discontent and confirms in the 
workers' minds the efficacy of agitation.^ In the latter days of 
the war the unsettled condition of industry was largely due to 
the fact that in the earlier days wage-increases had lateen reftised 
and then conceded by the Government under pressux^ of strikes 
an<^ threats of stoppages by the workers. Each time such 
capitulations tc^k place it seriously ministered to the spirit of 
diagont^nt. 

Desire for Improvement 

When one tiims to other forces now commencing to ptilsate 
through Labour, one is impressed by the mcreasing g<^eral desire 
for mental and cultural improvement, at* times pa.thptic in 
its search for simple gratifications. Sonrfe persons scofl at this 
seeking after higher things hy the working-classes ; their scorn 
is ill-timed, and their irony misdirected. ‘Diere is rapidly 
developing, 1 am glad to say, an increasing movement in this 
direction. Those engaged in social work in our great industiial 
centres can« testify 1k> the innumerable ways in whic^ this 
aspiration is healthy expression. 

More than one foreign observev* has recorded tiis opinion that 
the stability of the British Constitution is materially due to the^ 
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strong attachxn^t to, and sei^iment for, family life that pre¬ 
vail in this country. No member of the community is a 
stronger supporter of family life than the Hritish working-man ; 
*ho one is prepared, to make more substantial sacrifices for*its 
maintenance and preservation, no one more frequently has to 
make then*. In this respect th® British worker is one of the 
greatest living individualists, and the strength of his family 
individualism will never let him be converted into a thorough¬ 
going Communist. Theorists may talk to him till tiaed of 
working for the State and the community—I had to use that 
argument in war-time—^he will answer them, as I have been 
answered on the Clyde : “ I work fcfr the wife and bairns." 

Low Conception of Work 

In regard to his conception of work the British W’orking-man 
is hopelessly wrong in his outlook. Some find pleasure in 
wo^ ; the manual worker is not one of them. He has come 
to regard work as a species of thraldom, instituted, not for his 
profit or improvement, but solely for the maintenance of his 
employer and the swelling of diis profits. This, of course, is 
merely a weak dilution of the Marxian fallacy. The modem 
manual worker, because he has n^jver been taught; to look upon 
work as a pioral duty or upon industry as one of the highest 
forms of national service, sees no digijity in work, and is sensible 
of no obligation incumbent on him to work to the best of his 
ability or even for me dxiration of the working day. Tlie 
number of expedients to which I have known manual workers 
resort—^in* other respects honest, xipright men—in order to 
scamp th^ job, or cut time, would be perfectly surprising to those 
not conversant with industry. To-day the moral obligatiien to 
work seems inverted into a duty to do as little a« possible for the 
wages. Bometimes the motive is to make the job lastlon^IttC. 
at ,other*'tiip^^ to assist unemployment by makin^^fork go 
rouiyl, and, where remuneration is based on payment by 
results, for less altruistic reasons, to force xip the prices paid for 
the jqb. ftut altKough the Marxian doctrine—tliat the more 
work an employee does the more he contributes to the betrayal 
of his brother workers by Assisting the employer to amass 
illicit gains out of their exploitation—explains much of the 
work-shyness and • " ca-canny " of rfo-day, there are other 
reasons. One is the extmt to whi<^ work is subdivided in 
modem factory organization. In an engineering shop, a job 
done thirty or forty years agq by a skilled man on a general 
purpose machine is now subdivided into a large number of 
constituent operations. These will be performed by difierent 
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woricers on difCerent seini-a.u.toi3^tic ma.ciim€is, and the fin i she d 
part will he assembled by anotHer set of woricers into the &a.al 
product. In the old days the tradesman saw the finished article 
gradually taking shape under his creative crafts mans hip ? 
to-day no worker sees anything but the single operation which 
he performs. As a result, thereeLs little to minister to the instincts 
of a craftsman. The workman employed on such repetition 
work becomes quickly apathetic, his interest relaxes, his inv^i- 
tivei^ss atroplu.es, his initiative dies, he degenerates into a 
cog, and, being human, into an inefficient cog, in the vast 
mechanism of industry. These methods of mass production are 
quite inevitable in modem efficient practice, and tlxe only 
antidote is to encourage the workers to acquire a wider interest 
in industry, and in the prosperity of the works in which the^ 
are employed, and to cultivate a spirit of culture so that their 
minds may be filled with other things which satisfy their 
human aspirations, and replace the noble satisfaction which 
a tradesman used to feel as the creation of his handicraft 
grew beneath his skill. 

Suspicion ot Employers 

If asked wljat was the strongest sentiment I found permeat* 
ing the workshops, I should answer, siispicion of employers 
In some districts it is worse than in others ; in som^ works it i« 
worse than in other works in the same district. Many reasons 
have been advanced for its existence, but the real cxplanatior 
is*simple. Retween the fifties and the eighties of last century 
when the machinery of collective bargaining was cbming intc 
operation, the principle of action adopted by many employer: 

was.. “ enlightened self-interest ”-the individualistic theory 

that an employer best seived his own interests, and, auto 
m^icall§^ by so doing the best interests of the co^ntry^ bj 
furthtillUg on all occasions his own advantage _T<y call, ^hi 
greed or selfishness is wrong. It implied no callous disr^ar* 
of the rights of the workers, but it did mvolve such a bias o 
mind that the interests of employees were subordirtated in tb 
scheme of industry to th 9 se of the employers. In the*cours 
of collective bargaining, of manoeuvring for position, o 
higgling, many managements ccmtracted the habit of seizin^ 
upon any circumstances ^-hich might feiaCble them to cut piece 
rates and time-allowancas, bring do^m wages, revise condition 
of employment, and adopted the invariable attitude of-resisl 
ing all the demands of their enr^loyees. Such employers hav 
disappeared, but the evil that r^en do lives after them.*' Nc 
unna-tuially, the workers learned to decipher some hostile motiy 
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behind each action of their* employer, however apparently 
beneficent, and regarded evdlything he did with unalloyed 
suspicion, and as calling for the closest scrutiny. This is the 
cause of the want of confidence in the industrial atmospRcre 
to~day- "While it continues so charged with mistrust, confix 
dence bet]^een all persons concerned in industry, which is 
necessary for production and es^ntial for smooth running of 
the industrial machine, can never flourish. All employers 
unreservedly now deprecate this unhappy condition of ^ings, 
many have gone to exceptional trouble to dissipate the blight 
on industry of such distrust, but memories are long, industrial 
prejudices tenacious, and it will take«time and much effort to 
forge a bond of trust. 

The 'Worker and his Trade Union 
The attitude of the British worker to his Trade 'Union reflects 
the^British temperament. Abroad one sees the workers follow 
their Unions in matters botli industrial and political ; in this 
country there is no such general surrender of individual judg¬ 
ment. So far as industrial questions are concerned, with the 
exception of some smaller Unions whose members seem always 
in a seething condition of revc^lt, and certain^ revolutionary 
elements iif some of the great 'uTnions, the majority of Trade 
Unionists will follow their own Union leaders. That, however, 
is a very different thing from following the general lead of the 
combined Trade Uniofts as expressed through the Trades Union 
Congress or the Labour Party. As one result of the craft 
organization of industry in this country, which at times during 
the war showed signs of disintegration but now seems more 
firmly established than ever, the 'Unions are almost as suspicious 
of one another's motives—a result of the f<iar of one trade 
invadingf the other’s work—as Labour in the mass is 
picibus J>f the employers. "Where, however, a quesflon is. 
riglTtfy or wfongly, represented to involve a principle directly 
affe<?ting the common interests of all workers, the Trade Unionist 
has been so well drilled in the virtue of solidarity that he will, 
generally, range him^lf under the banner of organized Labour. 
In regard to political matters there is no such docility, 
although compelled to contribute to his Union’s political 
fund. To-day he is forted to do so,^ in spite of his power to 
object under the Trade Uhion Act X913 ; if the Trade Union 
Act (1913) Amendment Bill 1922 passejj. he will not be liable 
he expressly agrees. There is evidence of independence 
in the results of the General Election in 1918 and of by- 
elections since, where very l^ge sections of the workers have 
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voted, not for the official I-aJ>our candidate, but for the 
candidate of another poUtical f>SLrty opposing labour. This 
fact undoubtedly explains the strenuous efforts of the Laboui 
Pa«y to formulate a composite political programme which 
will appear to its Trade Unionist members as an indi^tria: 
progrmnme, and to non-indus*rial supporters as on^ primarilj 
of a social character. , 

The Worker and the Community 
The worker's conception of himself in relation to the com- 
mimity invites a comment. As a substitute for a convincing 
argument that the interests of the worker are entirely separate 
from, and opposed to, those of the rest of the commrmitj 
organized on a capitalistic basis, the worker has beei 
assiduoTisly encouraged to develop his *' class-consciousness.' 
If by any process of auto-suggestion he can convince himsel 
that what tends to promote the general common weal doesmo- 
tend to further the interests of Labour, but generally rum 
counter to them, he may more surely be relied on to adopt ai 
attitude of militant antagonisn^ to continuance of the presen 
organization of industry and society. The efforts of extremist: 
are continuallv directed to foment this feeling of class-conscious 
ness until it culminates in class-warfare. I havfe had wid« 
opportunities for gauging the prevalence and depth of th« 
sentiment, and though ont? found it in active operation amon( 
certain groups of men on the Clyde, in Barrow, on the Mersey 
and in a few other centres of advanced industrial thought, I neve; 
encountered much of it amongst the general body of working 
men. They do not accept the proposition that they^ stand, a! 
beings apart, in a separate category from the rest of the com 
munity. IndeetJ, in the latter days of the war, many Unions 
recognizing the interests of their members as consumes rathe] 
than Jt m p roducers, abandoned the policy of increasing wag e 
and strongly urged the regulation of prices inStead, so rhlicl 
did the circumstances of consumption affecting their menSber 
as citizens exceed in importance matters touching their specia 
interests as workers. ^ • 

One may carry this a stage fur'Uier. In spite of the rantinj 
of extremists that the war was an effort of capitalists to advanc 
their own financial ends, and utterly *inxmical to the interest 
of the workers. Labour in this countty stood shoulder to shoul 
der with the rest of the community and willingly rmderwen 
the greatest'sacrifices'*both in the matter of militai^ servic 
and in regard to the suspensi6n of Trade Union rights an< 
customs. Had the Government at the beginning of the wa 
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courageoiisly coiascxibed evd^ person for national service, 
many galling disparities woiild never bave arisen, and gross 
inequalities of sacndfice would bave been forestalled, the aggra¬ 
vation of whicb, towards the end of the war, and not without 
jiist^cation, upset tbe equanimity of the workers and caused 
serious industrial upheavals. It should never be forgotten 
that in the early days of the war universal national service was 
strongly urged by prominent Labour leaders, but was killed by 
the cries of “ Husiness as usual," for which members of the 
Government were alone responsible. 
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CHAJ^TER XX 

REFORM OF INDUSTRY INSTEAD OF 
SOCIALIZATION 

The Three Dominant Aspirations of the Workers—Can and Ought they to 
be Satisfied ?-The Vagueness of 1 -abour’s Scheme of Reconstruc¬ 
tion—The Recent Change in labour's Proposals-Reform of 

Industry v. Reconstruction. 

The Three Dominant Aspirations of the Workers 

T he organization of industry cannot continue ii:i» its 
present state of instability ; something must be done. 
The Socialist who would reconstruct industry, the anti-Socialist 
who would reform it, each assumes it to be necessary to satisfy 
aspirations of the workers that are not satisfied under conditions 
as they exist to-day. The three greatest aspirations animating 
the workers dre, in their order tjf relative import&ncc : first, 
removal of the ever-present menace of unemployment ; 
secondly, recognition in industry of the worker’s human status ; 
thirdly, distribution, as of moral right, of’ an equitable share of 
the product. Talk, as I did during the war on over three 
thousand occasions, to the ordinary working-man, those are^the 
three basic sentiments you find swaying him. All th^ intsicate 
schemes for reconstruction of industry which the fertile and 
fervid imaginations of the L.abour intellectuals have evolved 
are largely unintelligible to him, and leave him unmoved and 
cd&. cares nothing about the delicate and subtle Regiment¬ 

ation of industry and society as Guild Socialists'^ould jfiavtf it ; 
he wholly fails to grasp, indeed, is acutely suspicious bf, a 
Socialist commonwealth constructed and controlled on a 
vocationsil or functional basis. The test which he applies to 
such complex and conjedcural conceptions is their efficacy in 
satisfying those three great fundamental aspirations. Hut 
that is too restricted a purview fer -an aspirant political 
party, and was astutely declared fcy the old parliamentary 
hands of the Labour movement to constitute too narrow 
a class-basK to support a popular appeal. Hence it was 
that all the non-industrial doctrinaires—and there are many 
of them attached to the I.aboui' Party—were set to work to 
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•cc^xspile a new Social Contract. Scores of pamphlets have 
now l>een piabl^hed. descriptive of the policy of the Party on 
every conceivalSle topic—political, administrative, judicial, 
local government, social, and industrial—national, impcQai 
Snd international. If formulation on paper of ideals of 
humaftiitarianism, and quixotic Utopianism, without any 
consideratidh of cost or practic^ility, is statesmanship, the 
Labour Party's policy is truly admirable. It outlines in glow¬ 
ing splendour a wonderful new mechanism of politics, society 
and industry, in which every exterior part falls into place*with 
the smoothness and precision of a model engine constructed 
out of a box of parts—but, like the toy, with no works inside. 
That this mysterious mechanism ifiay provide in some subtle 
and not very obvious way, the means of securing the three 
fundamentals is its only recommendation in the eyes of the 
great mass of Labour. 

If ^t is right to assume that the ordinary worker's dominant 
desire is to obtain reasonable satisfaction of these three aspir¬ 
ations, and of the soundness of that assumption I entertain no 
doubt, for at my three thousand odd conferences and meetings 
with Labour during the war—at hll of which accurate notes were 
taken of the subjects of discussion—these were the three fore¬ 
most topics^ two questions arise;'Are these thr®e aspirations 
proper ones jto be satisfit'd ? If so, how can they best be satis¬ 
fied with due regard to the interesis of the community ? 

Can and ^ught they to be Satisfied ? 

There is in regard to unemployment but little difficulty m 
coming to a sound conclusion. Unemployment, and to a less 

extef^run<fer-emplo5rment, is on every ground-humanitarian, 

social, economic-a curse so great that no reasonable rffort 

should be spared to reduce to a minimum the pft-obability o f its 
occuj:renc<2, and to mitigate as far as possible its di^j^pff^CW 
wheji-^i^tJR it has supervened. Many will differ as to now far 
it is x^ght to go in -the provision of measures of alleviation, but 
that is a difference moi^ in degree than in principle. In regard 
to the .investiture of every worker in industry with “ human 
status " there is a mtjre radical cleavage in opinion. "While 
few employers will contest th% right of the workmen through 
their constitutional representatives to voice their demands 
for settling wages and copditions of *employment, and such 
demands—backed up by the power to dpply economic pressure 
—are effectively voiced by the Trade Unions, most employers 
will deny the right of the workers “ to interfere in the 
management." It would be (quite, impossible to have two 
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sets of persons attempting to^manage a factory, or to direct, 
tlxe condnct of the business «>n the commercial side. 6ut 
between, the fixing of wages and conditions of emplo37inent, in 
w^ch it is admitted that Labour should have a real voice, and 
the actual executive direction of a business in which it is clear 
that Labour could not exercise a voice, if efficiency is ^o be 
preserved and discipline reillain unimpaired, there is a wide 
sphere of matters which are proper to be discussed between 
employers and representatives of the workers, and which, when 
discwsscd and settled, can be left for executive action to the 
employers. There is ample room for compromise. The con¬ 
fusion suditounding the catchwords of “ a voice in conditions,’* 

“ interfetjnce in the management," wants to be cleared away 
before any more harm is done. 

On the question of remuneration there is really, if the matter 
be closely examined, no difference whatever in principle. Most 
employers agree with the unions that the worker is entitled to 
a fair share of the product ; they disagree as to what proportion 
of the product constitutes a fair share—a dispute not as to 
principle but as to quantum. No employer, so far as my experi¬ 
ence goes, would contend that'he was entitled in good times to 
pay his workers notl»ing more than a bare subsistence wage, 
and appropriate for himself c.s profit all the balance of revenue 
after payment of working expenses and the market rate on 
capital. "What usually happens in bad times is thaf the workers 
in employment get, as a first charge on the product, wages much 
higher than subsistence rates, and the shar^olders go without 
rfetvun, which results in great deprivation to many whose meagre 
incomes consist of such dividends. The more critically one 
examines the three fundamentals the more one is‘-*irreadaitibly 
driven to the conclusion that there are no issues between 
employers and the workers in regard to any of them which 
*w 7 mot*fprm the subject of fair collective bargaining. But that 
is wh^t* is denied by the intellectuals of the Labo«^ "^futy, 
entirely on their own a priori reasons. Happily their doctrinaire 
conclusions meet with scant respect from the general body of 
workers. 

The Vagueness of Labour’s -Scheme of Reconstruction 
There are only two possible courses for the future—either to 
reconstruct industry on some entirely new- basis, or to maintain 
the present system of^ organization and introduce reforms 
which will .cover the three fundamentals as a first b^jnning. 
That really is the question one which a decision must sooner or 
later be taken by the nation, and far-reaching national conse- 
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• quences will twrn upon it. Laltour says : •* Destroy the present 
industrial systen^, and replace ft by something based on public, 
and not private, ownership of the means of production.’* Did 
we Icnow exactly what labour's scheme of reconstruction i^ it 
‘could be critically examined in detail, and its practical effect on 
the ^osi>erity of industry, the welfare of the worker and the 
good of the^ommunity dispassionately considered. But Labour 
with prudent reticence has not jn-ovided us with any official 
scheme. Different sections of Labour have tabled all kinds of 
variant and in many cases discordant schemes w’hich tigree 
in one respect only—the elimination of the private employer. 
All that the Labour Barty tender in the way of constructive 
reorganization is the vague formula of " nationalization and 
democratic control." Nor will the Party undertake to say 
what is the method and kind of industrial control—a matter 
on which depend the whole efficiency and success of industry 
—wjiich it has in mind. Xlie truth is, the Party has not 
succeeded in devising any scheme of industrial control on which 
it can agree, and the Executive Committee, though in¬ 
structed to report on that question, has either been unable 
to do so, or have found it expT'dient to postpone committing 
itself (see p. 58). Yet the Partv, after invoking fire from 
Heaven on •the Government as Retribution for* its policy of 
opportunisip in regard to industry, calls upon the country to 
witness that Labour has a considered and well-thought-out 
industrial policy, which it euphemistically calls " democratic 
control," and announces with ingenuous ttaivetd that it is such a 
system as will always harmonize with the special circumstance 
and requirements of each industry ! "Who is the opportunist ? 
XheTSoveftiment in adhering to continuance of the established 
organization of industry—on which the greatness of England's 
trade and commerce has been built up—or th6 Labour Party, 
whi<^, without any clear idea of w'hat it would put 
would dStroy.*the existing organization in the complacent 
expeqtation that‘by some process of abiogenesis a better 
system will^ soar lik» the Phoenix from the ashes ? There 
would ,be a short 'and sharp retort from the members of any 
of the great Trade •Unions, for example the Amalgamated 
Engineering Union, were th*« Labour Party to propose to 
reconstruct that proud .organization on the basis of a resounding 
formula. The Executive Committee of that Union—supposing 
it agreed to consider any such gratuitous suggestion from 
even a labour source—^would insist—at least it •always did 
with me during the war—thapt general phrases should be 
rcsduced into clear, crisp and* definite proposals, each one of 
, 1.-P. 
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-wliicli could be subjected to a lAcroscopic scrutiny of the most * 
searching Icind, sufficient to reveal its true nature* its effects 
direct and indirect, and its remotest implications. Is not the 
nation entitled to similar information ? In Part I, chapter. 
IX, I outline the injury to industry and the country that ^ould 
inevitably result, in my judgjnent, from any sociajjstic recon¬ 
struction of industry. Here^ I am only concerned to show that 
when the flowing garments of flowery phraseology are respect¬ 
fully removed, they are seen to cover nothing but a hollow 
lay-ffgure without the least semblance to even an articulated 
model. This is what we are invited by the Labour Party to set 
\ip and worship as the fiatuije genius of British industry. 

The Recent Change in Labour’s Proposals 
Labour has started from the wrong end—not to ascertain 
what are the defects in the present industrial system and the 
manner in which they can best be remedied—^but how tQ» get 
rid most easily of the private employer under the honest but 
uncritical and irrational belief that unless he is removed the 
defects cannot be remedied. yhis was the notion of Labour 
in the days when first it embraced State Socialism. Nation¬ 
alization of industries, xind^r which the Government would 
replace the pi^vate employer, was described in radisent language 
as “ the charter of salvation of the working-classes.” Then 
Labour acquired some e3<fperience of the State as a " model 

employer ”-in the Post Office, in the? Royal Dockyards, in 

Woolwich Arsenal, and in other Government factories. 
With the disappearance of the private employer the workers 
in such nationalized industries found to their suj^pri^e, .and 
clan\p.nt regret that their conditions were not better, but 
were worse. State, they discovered, was not so con¬ 

siderate a master as the private employer—not so disposed 
to recognize Trade Unions, or introduce Trade Upio n con¬ 
ditions. or pay standard rates of wages. JWas ever a com¬ 
placently cherished conviction so rudely ' shattered ! * Any 
critical inquirer would have stopped ‘co. consider whether 
after all it was right, with this practical experience, to assxune 
that the only way to improve industrial conditions was 
to put an end to the private employer. Some prominent 
Trade Unionists did pause to think-, and more than one has 
told me of his consequent renunciation of Socialism. So the 
old doctrine died, and some other doctrine was urgently 
needed—a fitting opportunity for the intellectu al s. A new 
ship had to be constructed oh the old keel of the abolition 
of private ownership, and this tilne it had to float. And after 
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all, was anything easier ? It%ia<i become fasliionable, dtiring 
the war, to talk»of the rigidity of bureaucracy, and the inelas* 
ticity of bureaucratic direction—^precisely the same thing might 
.have been said with equal jtistice about the Trade Unions,§or 
they^are bureaucracy i-n excelsis —but no one thought of it. 
On the ot^ier hand, men’s ears»were diimed with the mobile 
excellencies of democracy, its extraordinary versatility in 
adjusting men to their environrnent, and in modulating the 
qualities of the latter to its human content, and the air vibrated 
with theories of political self-determination. Democratic 
Government was being hailed as the balm for Europe, and 
what was more natural than that industrial self-determination 
under the name of “ democratic control ” should be acclaimed 
by Labour as the restorative of industry. So the new ship 
was built and called “ Nationalization and Democratic Con¬ 
trol.” Put into the water in 1918, it still lies a mere hull, 
unengined, unfinished and unclassed. 

But taught by war-time experience, the Laboiir Party has 
become more cautious- It no longer contends as it used to 
do that all industries can be i^tionalizcd—an admission, the 
importance of which should not be overlooked. It would 
nationalize and democratically cqntrol only some of the great 
national industries, the smaller and less wcIl-or§anized indus¬ 
tries it will*leave, for the present, alone. It even goes so far 
as to admit the economic necessity fdr the continuance of many 
middlemen. The indiAtries that it would nationalize are those 
that were small and badly organized once, but which responded 
to ftie enterprise and initiative of the pioneers who made them 
ancU >50 gt^w great. This, when stripped of dialectics, means 
that Labour is satisfied that its regime of nationalization and 
•democratic control whatever else it can achieve^—and as to that 
we are left to speculate—cannot supply the enterprise a.x^ in^^n* 
tive*req\jisite for the development of budding industries. At 
what stage in tKe growth of an industry I..abour’s machinery of 
nationalization and democratic control can step in and infuse 
those two great qualities which are essential for vitality and 
progress, at a voltage higlier than can be generated under 
private ownership, no infomjation Whatsoever is vouchsafed 
to us. • 

Those who have studied with a critical eye the official details 
of labour’s industrial policy in chap^r VIII, will have noted 
that the same veil of indefiniteness enshrouds the practical 
working out of " nationalization and democratic cft>ntrol.” Is 
it to mean «ti increased financial burden on the State ? No 
details. How is the requisite* capital to be procured when we 
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have performed the national oh^^[uies over the private capital- 
xst ? No details, except that it he derived^rom a mythical 
" national svirplus '* which now, at any rate, does not exist. 
B3^hivhat means are the waste and inefficiency which experience, 
has shown to be inherent in bureaucratically admmisjtered 
industries to be obviated*? No details. Wh#tt is the 
mechanism which is goings to compel the home consumer to 
increase his consumption and the foreign consumer to buy 
commodities which he will not, and cannot, buy to-day ? No 
information. Where will the secret fund be situated, and how 
is it to be formed, which is going to finance higher wages and 
better conditions than under the present scheme of industrial 
organization ? We are not informed—that it cannot be built 
up from em;^‘loyers' profits is clear from chapter X.X.VI. For 
the answers to these practical questions of crucial importance, 
and to many others, we are left groping in the dark. All we are 
told is that learned intellectuals of the Labour Party, out of 
their wealth of industrial research and ample gifts of prescience, 
when the proper time comes, will open their Pandora's box 
and reveal the secrets. Is the,.nation prepared to gamble its 
existence on that assurance ? 

Reform of Industry v. Reconstruction, 

Happily for the country, the ordinary worker ds no more 
intrigued with the intellectuals' proposals for the reconstruction 
of industry, or society or the State than he is with their schemes 
fojT the reconstitution of his Trade Union, all of which he has 
with contumely turned down. What he is most k^nly inter¬ 
ested in is whether their proposals are the soundest, ^af^t and 
quickest way to afford him relief against unemployment, and 
give him a human status in industry and a fair share in the 
product. He has not at all accepted the Labour Party's por¬ 
tentous ^declaration that nothing short of nationallytipn-and 
democratic control " can confer those benefits. '• »■ 

Let us then start from the ordinary wofkers’ standpoint. 
It is fair, it is commonsense, it is characteristically practical. 
We can say to them with absolute fairness that what Labour is 
asking the country to do is to take a juihp into the unknown, 
and for the existing industrial system with which we are familiar, 
and which is always capable of improvement—for that is an un¬ 
controvertible fact proved by our ^past industrial history—to 
substitute a new industrial system of which we have no ex¬ 
perience, of the practical operation and effects of which nothing 
whatever is ascertainable, a venture which is subject to risks so 
grave and possibilities so disastrous as to endanger^the whole 
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iiulustriai ajid commercial prolberity of this country. We can 
then offer the wrorlcers an aitemative scheme which, while 
reforming' the fundamental defects that at present exist in 
, our industrial system, will not alter its basic principles. Untess 
the psychology of the worker undergoes some cataclysmic 
change, wha-t he will say is : “,Take your scheme of reform, 
if it deals fairly wi^yi unemplo3rment, my human status in 
industry and my share of the product, it will serve as a 
beginning.'' 
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CHAPITER. XXI . 

THB HUMAN RELATIONSHIPS TO BE 
c RECTIFIED IN INDUSTRY 

Capital and the Administrative Staff—Capital and the ^Manual 

Workers-^Tlie hlanua\ Wprkers inter se -Xhe Administrative 

Staff and the Idanual Workers-Industry^ and the Consuming 

Community—Industry and the Nation. 

B efore we can construct any scheme of reform of our 
industrial system we must have a clear idea of what is 
industry. In the prosaic language of economics it is a purposive 
production of commodities and services, the immediate object of 
those engaged in it being to provide, through the result of their 
work, the material means of satisfying tlieir wants and desires. 

Viewed in broad outline, industry will be seen to involve 
three fundamental processes 

(i) Xhe conibinalion in due proportion of the •five things 
requisite for all production, viz., capital, enterprise, organiz¬ 
ation, labour—both hand hnd brain—and natural forces and 
resources. ** 

(fi) Xhe realization of the product—industrial work ^ is 
nowadays useless unless and until the product is marketed. 
Xhe amount realized depends mainly on the public dema&d for 
the product, and invariably the cheaper the selling price, the 
greatCT is the demand. 

(^iii) XJie division of the realized surplus amongst those 
associated in production. ® 

Further, it will also be observed that industry necessarily 
involves six fundamental human relationships, the import¬ 
ance of which has been much neglected* in the past. 

I. T'he Indtistrial, i.e. between the classes of persons a?ssoci- 
ated together in industry*: 

(a) Capital and the Administrative Staff. 

(6) Capital and the Manual Workers., 

(c) Xhe Administrative Staff and the Manual 'Workers, 
(rf) Manual Workers between themselves, 
a. Xhe Social —betWeen industry and the community. 

3. Xhe National —between mHustry and the nation. 

‘These relationships are of paramount importance. The 
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individual is no longer tH© uri|t—^in things industrial, it is the, 
group of those associated in ^oduction—in things social, it is 
the commtinity—^in things national, the whole p>eople. Each 
small group is included in, and directly reacts on, a larger 
gfrotjp. Labour, in its Oj^cial Policy for Reconstruction after the 
War, trulji says : “ "We are mer^bers one of another. No man 
liveth to himself alone. If any, even the humblest, is made 
to suffer, the whole community ^nd every one of us, whether 
or not we recognize the fact, is thereby injured.” How fre¬ 
quently Labour forgets its own irrefutable proposition !• The 
problem then is so to organize the processes of industry and 
harmonize the human relationships involved in it, that to the 
utmost practicable extent productive efiiciency will be secured, 
the human qualities of all those associated in industry recog¬ 
nized, their capacities fully developed and utilized, their 
aspirations satisfied, and their respective services co-ordinated 
to •promote the benefit and happiness of all of them, the 
good of the community, and the welfare of the nation. 

Capital and the Administrative Staff 
Let us first examine the relationship between Capital and 
the Administrative Staff. In the/Administrative Staff, I include 
every one ftom the managing director down to rtie gate-keeper. 
They are the brains and mechanism of the organization and 
management, the connecting link b«?twcen Capital and Labour. 
The success of an en*jdoyer’s business is dependent on their 
tact, judgment, and power of governing men, but Cajutal 
has not yet risen to that conception. It has not conceded to 
th«b- Adnjinistrative Staff a status commensurate with their 
enormous private and public responsibilities, nor, except at the 
vCTy top, adequate financial recognition. The art of managing 
men so as to get tlie best out of them and secure their c^dial 
co-t>per^tion, is generally considered by Capital to b<^a custorn- 
ary by-produdt of teclmical ability. In truth, it is a special 
qualification requiring its own special training, exceptional 
attributes <of mind dnd temperament, and particular fibres of 
character, of the possession of which teclmical ability is no 
criterion whatsoever. If industry Jfe to progress. Capital must 
elevate its conception of the*duties of the Administrative Staff 
and recognize that administration, even in its lowest branches, 
is work as skilled as thsrt of an exl>ert craftsman. 

Capital and the Manual •Workers * 

Vi^e must next scrutinize 1!he basic industrial relationship 
between Capital and the Manual \V''orkers. Permeating it, we 
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find, as the result of the caus^ already mentioned, see thing 
discontent and active antagonism—^not cordiality^—not mutual 
confidence, hut unreasoning distrust. SVe see on both sid «5 
blaCh suspicion twisting the motive behind every action, and - 
the task is to create contentment among the workers,<^ and 
enlist their hearty co-operation with employers in the process 
of production. ^ • 

The Manual V/orkers inter se 

ThS Manual 'Workers are far from being a happy family. In 
this country all work in every industry is allocated by tradition 
or Trade Union agreement to^this trade or that trade as its sacro¬ 
sanct preserve. 'Woe betide an unskilled man who invades 
the industrial territory of a tradesman ! These rigid lines of 
demarcation of work are the cause of untold industrial friction, 
and operate most detrimentally to prevent an employer intro¬ 
ducing modem methods or installing time- and labour-saving 
appliances. There is no greater need in industry than for a 
peace-treaty between the warring Trade Unions under which 
this system of dividing work intp so many water-tight compart¬ 
ments wrill be modified. 

The Administrative Sta^ and the Manual 'W’^erkers 

The Administrative Staff has not yet attained to^a true con¬ 
ception of their great part'in industry. I often found that, so 
far as their relationship to Labour is conefbmed, they are inclined 
to,-regard their general functions as solely to maintain disci¬ 
pline. The preservation of robtist discipline is a vif«.l matter. 
Too often discipline is bolstered up by arbitrary*, and 'dic¬ 
tatorial methods, to which means weak men usually have 
recourse. Tliat^ if not productive of immediate friction, 
cerf^S-^^^y sows broadcast the seeds of trouble and imrest. The 
vital matter, the atmosphere of the shop, is mainly depend^it 
on the conciliatory personalities of the Administrative StiLff. 
What has to be remembered in industry is that despoti^tn is 
not leadership, and arbitrariness is no‘t good gt)vernment. 
** The moral effects of good leadership," as,Professor McUbugall 
tmly says in The Group hTi-nd, ".work throughout a mass of 
men by subtle processes of suggestion and emotional contagion 
rather than by a process of purely intellectual appreciation." 
This many employers have yet to lekm ; they regard courtesy 
on the part of the Adipinistrative Staff in dealing wdth Labour 
as cowardice^and consideration as subversive of good discipline. 
But consideration is the oil which makes shop wheels go round, 
and there never w'^as more scope for its application in industry 
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th.an at the paresent time, espe^ally in such things as interview¬ 
ing, selecting amdl talcing on, promoting and dismissing tn^i. 
and dealing with shop complaints. 

• 

» Ind\xstry and the Consuming Community 

Indust^ as a whole does not appreciate the close relationship 
between itself and the community, nor its responsibilities to 
the community. In reality industry has to rely on the com¬ 
munity for innmnerable services, and for many facilities vital 
to its existence, and to its prosperity, and for a market for its 
product. Yet almost invariably strikes and lock-outs are 
called, regardless of the effect upon, the consuming public. In 
fact, I.a.bour claims' the right to use its economic power in 
furtherance of its own interests, irrespective of the damage to 
the community. If, under compelling necessity, the community 
attempts to carry on the services for itself, or provide the 
convmodities of which by organized strikes it is deprived, it is 
charged with anti-social conduct, and condemned for declar¬ 
ing a class-war against Labour, those who assist being 
stigmatized as strike-breakera and black-legs. Labour has 
gone even further in recent years. In a number of cases it has 
deliberately adopted the policy oJ^ depriving the community of 
essential services through strikes, in order to produce such social 
hardship as* will drive the community to constrain employers 
to accept Labour’s industrial demands. There have also been 
recent instances of agreements between employers and Trade 
Unions—as in the building industry—by which wages have 
been forced up to unrccisonably high rates simply because 
those • 4 nd*istries were necessary to the community and, with 
the knowledge that whatever the resulting cost of the pj^duct 
might be, the community would have to pay. At the same 
time, the co mm unity is largely dependent upon industry,^md 
if the whole of an industry, or each section of it^fulfils its 
obligations to the community, the community must perform 
cert^n duties in return. I speak more fully of these 
later. 

Industry ftnd the* Nation 

Industry will never progresS to vigorous and healthy developx- 
ment unless oiar conception of the relationship between industry 
and the nation is radically^ revised. That conception to-day is 
mean, stunted, and utterly devoid of, any power of inspir¬ 
ation. Industry I have definec^ in the language economics, 
as the production of commod^ities and services for the prurpose 
of satisfying the wants and dWires*of men. On this common- 
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place process, which, soimds soin definition, and on none ‘ 
other, the future well-hei^g oi our country and the practic¬ 
ability of further social improvements and reforms deprad. 
Production ought, therefore, to be regarded as the principal, 
means of advancing the happiness, social welfare and maj^erial 
prosperity of the nation, an<^ industry, the chief ^stmment 
in that beneficent work, as the highestcand the noblest form 
of national service. 
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%CHAFTER ^ XXII 

THE RIGHT RELATIONSHIP OF GOVERN¬ 
MENT TO INDUSTRY 

Tlio Policy for tlie Present Depression—Establishment of Inter- 
na-tional Peace-Reduction of ^atiwnal Expenditure_Lower¬ 
ing of Xaxation-—Stabilizing the Exchanges-Revision of 

Financial Policy—Reconsideration of Reparations Policy_ 

Inter-Allies Debts—Export Credits—Rringing down Costs of 
Production. 

approaching the formulation of a national industrial 
policy, we must first determine the proper relationship 
of the Government to industry. That involves consideration 
of what special action the Government can, and should, take 
in these exceptional times of*abnormal trade depression to 
assist the restoration of industry,^nd of the position in which 
the Govern»ient should stand to industry in iformal times. 

X. THE VoLICY FOR THE PRESENT DEPRESSION 

The present depression in trade and decline in industiy^ are 
primarily due to the world-war. The causes are not cleasly 
appreciated by the general public ; they are international as 
well, aa national, and call for action abroad as insistently 
as for remedies at home. 

The causes are : first, a definite lack of dem^d from foreign 
markets for commodities of which this country wa% before 
the War,ja producer. It was customary, until recently, to hear 
it said that the* countries of the world are crying out for our 
goods. That is not an accurate statement. A very consider¬ 
able propoi^ion of the foreign markets, open to this country 
before^he war, has n<jw, for the time being at any rate, definitely 
disappeared. 1 have had x>pportijhities of discussing this 
question with foreign businessmen who have special knowledge 
of continental conditicivns. All were c^finite as to this want of 
demand : the explanation* they said avas simple—the devast¬ 
ation r^ulting from the war and the absence of settled and 
stable-^ovemment. They described the most aifiazing expe¬ 
dients and contrivances to wfiich resort is made in foreign 
countries in order to avoid, fhe purchase of what in normal 
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times wotilii be ordinary trade mjlchinery and equipment. Then 
next corn^ the inability of continent^ countries to produce 
commodities which—to use the compendious phrase in 
economics—they require to exchange for commodities from, 
other countries, either because their mechanism of production 
is rusted or ruined as the res^^lt of the war, and they have not 
capital to renew it, or from inability to buy from abroad because 
of imi>overishment resulting from the war, or the adverse 
balance of exchange against them. When one turns to this 
country, we see Hritish manufacturers unable to sell to 
customers in many continental countries because of the uncer¬ 
tain credit of the foreign buyer, and, where credit is sufficiently 
satisfacto^, or constitutes an insurable risk, because of the 
sharp variations in exchange. A manufacturer in this country 
may be in a position to do firm business with a foreign buyer at 
a given rate of exchange which is just sufficient to enstire a 
small percentage of profit; a violent fiuctuation in the exchange 
at the time pa3m:ient is effected may entirely eliminate all 
profit and possibly convert it into a serious loss. Then again, 
the high cost of production, in this country, especially of 
manufactured commodities where the wages of labour form 
60—85 per cent, of the toval cost of production, makes it 
impossible for the British manufacturer to sell' sufficiently 
cheaply abroad, especially in the face of competition of 
similar goods produced in countries with a depreciated cur¬ 
rency which stands at an external 'value much below its 
internal value. In addition, some countries to which we 
have lent money, and which pay us no interest thereon, are 
erecting heavy tariff barriers against us, and by, subsidies 
and restrictions on coastwise trade and emigration are injur¬ 
ing seriously Bfitish shipping and trade. 

Establishment of International Peace « 

International trade implies mutual dependence. If one 
country goes out of business it injures all other countries,* even 
those that never traded directly with it. Trade must languish 
in countries where conditions are unsettled. It should'-be the 
first aim of the Government in concert with its Allies to establish 
peace generally throughout the World. That has been authori- 
tativ^y declared. In accordance witii arrangements made by 
the Council of the League of I'^ations, an International Financial 
Conference was convened at Brussels on September 24, X920. 
The duty ehtrusted by the Council to the Conference >7as to 
study the international financial crisis and seek for means of 
r^nedying it and of mitigating ^he dangerous consequences 
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arising from it, subject to the j|rovision that no matter included 
in the then pending negotiations between the Allies and Ger¬ 
many should be discussed. There were eighty-sbc members at 
.the Conference, representing thirty-nine different countries. 

the chief essential for the recuperation of industry and 
the revival of trade, the Confer^ce insisted on the establish¬ 
ment of a real, as distinct from a paper, peace : 

** First and foremost the world needs peace. The Conference affirms 
most emphatically^ that the first condition for the world's recovery Js the 
restoration of real peace, the conclusion of wars which are still Doing 
waged and the assured maintenance of peace for the future. The 
continuance of the atmospliere of war and of preparations for war is 
fatal to the development of that muiudl trfist winch is essential to the 
resumption of normal trading relations. The world must resolve the 
rivalries and animosities which have been the inevitable legacy of the 
struggle by which Europe has been torn.” 

” The security of internal conditions is scarcely less important, as 
foreign trade cannot prosper in a country whose internal conditions do 
not inspire confidence. The Conference trusts that the League of 
Nations will lose no opportunity to secure the full restoration and 
continued maintenance of peace.” 

” The Conference affirms that ^he improvement of the financial 
position largely depends on the general restoration as soon as possible 
of goodwill between the various nations ; and in particular it endorses 
the declaration of the Supreme Co\mcil of Marches, 1920, ‘ that 

the States v^ich have been created or enlarged as a result of the wax 
should at onoe re-establish full and friendly co-operation, and arrange 
for the unrestricted interchange of commodities in order that the essential 
unity of European cconogpic hfe may not be impaired by the erection 
of artificial economic barriers.’ ” 

* ^ Fteduction of National Esependiture 

tradl^is to be resuscitated, there must be a ruthless curtail¬ 
ment of national expenditure, an inflexible renunciation of 
■ everything resulting in expense which is not j^bsolutely essen¬ 
tial to present national existence. On this ques^on *the 
Financial Conference spoke clearly ; ♦ 

‘Jhe statements presented to the Conference show that, on an 
average, some ao per cent, of the national expenditure is still being 
devoted to the maintenance of armaments and to preparations for war. 
The. Conference desires to affirm unth the utmost emphasis that the 
world cannot afford thi#expenditure. Oi*ly by a frank policy of mutual 
co-operation can the nations hdbe to regain their old prosperity, and 
to secure that result the whole resources of each country must be 
devoted to strictly produc'tive purposes. .The Conference accordingly 
T’<w;«» tT>rn «»r^ds most earnestly fb the Counc^ of the League of Nations 
the desirability of conferring at once witli the several Governments 
concej ap d Cl with a view to securing a general and agreed reduction of 
the dfvshing burden which, on their existing scale, armaments still 
impose on the impoverished peoples of the world, sapping their resources 
and imperilling their recovery#from the ravages of war." 



S3S mTHK RIGHT REX-ATIONSRIF 

The Washington Conference |bas made some progress along 
this line. ^ 

The matter was emphasused in more detail in the following 
resolution unanimously adopted by the Financial Conference :, 

It is, therefore, imperative that every Government shoiil<l, c,s the 
first social and financial reform.^on which all others depend- 

*' (a) Restrict its ordinary recurrent expenditure, including the service 
of the debt, to such an amount can be covered by its ordinary 
revenue. 

** (p) Rigidly reduce all expenditure on armaments in so far as such 
reduction is compatible with the preservation of national 
security. 

" (c) A.bandon all unproductive extraordinary expenditure. 

{O) Restrict even productive extraordinary expenditure to the 
lowest possible amount.” 

The effect on industry of unnecessary national expenditure 
is immediate, direct, and, at these times, absolutely calamitous. 
The greater the national expenditure the higher necessarily must 
be the taxation required to provide for the interest on, and the 
redemption of the debt. Every penny absorbed in unnecessary 
taxation is so much money diverged from reproductive industry. 
If a manufacturer is paying 6 s. od. in the £ in income-tax and 
super-tax, the effect is the same as if he worked as a bond- 
slave to the Government for four months in the year, during 
which time the Government appropriated the wiiole of the 
output of his factory. 

Lowering of Taxation 

For the restoration of industry an immediate reduction of 
taxation is imperatively required. The dangerous height—fo 
which taxation has mounted operates with devastating results 
on indxistry. Many business firms have had to sell securities 
to pay their taxes ; these have been purchased by American 
investors. The Government points with pride to the improve¬ 
ment of American exchange ; at whose expense ? Certainly, 
in part, at that of British industry. While firms have thtis to 
sacrifice capital assets, or even to borrow money to pay current 
taxation, industry can never be restored, and ea^i month it 
continues, the period of ifidustrial convalescence is materially 
prolonged. Ca^ after case has come before my i>c*^onal obser¬ 
vation where employers, content to make a small margin of profit 
or no profit at all, but on'^y sufficient? to cover standing charges 
and prime costs, have d^berately decided, when faced with 
certain loss ‘owing to the grinding burden of taxation,^;^ther 
than embark any new capital^'in extending their businesses, 
or in adding to them some new bxfinch of industry which would 
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have provided employment fo^many men, to put their money 
on bank depositor invest it in gilt-edged securities. The effect 
of such a course on industry and unemployment is disastrous. 
If initiative and enterprise, which, in this country, form Ahe- 
life-l^ood of industry, are to escape extinction, then taxation 
on industry must speedily be reduced. The directions in which 
business men are pressing for alleviation from the insupportable 
oppression of taxation are in the reduction of the rate of income- 
tax, exemption from super-tax of reserves invested in the 
business, and abolition of the corporation profits tax. •The 
latter falls entirely upon the ordinary shareholders in addition 
to income-tax ; preference sharelic^de^^ and debenture holders 
are not mulcted, but receive in full their prescribed rate of 
dividend or interest less income-tax. The corporation tax 
thus operates as a severe deterrent on initiative, especially in 
regard to the starting of new, and extension of existing, enter¬ 
prises. There is. also a growing volume of opinion in favour of 
funding certain annual national expenditure, e.g. pensions, as 
an alternative to raising the necessary expenditure by taxing. 
Better surely the disadvantage^ of borrowing with the advan¬ 
tages of a revival of trade, than the satisfaction of theoretically 
sound finance with the misfortune of being overtaken in the 
race for foreign markets by continental comptftitors. 

* Stabilizing the Harehanges 

Labour contends that the Government can materially assist 
industries which cater Tor our export trade by stabilizing the 
exc^ianges. It appears to contemplate reversion to some such 
system as pegging ” the exchanges, which was customary 
dffrtng* the war. The International Financial Conference 
^pronounced on that procedure as follows : • 

** Attempts to limit fluctuations in exchange by imposing artificial 
control on exchange operations are futile and mischievous, eln s* far 
as tMtey %re effective, they falsify the market, tend to rem^^e natural 
collectives to su£h fluctuations, and interfere with free dealings in 
foi~w^d exchange wbich arc so necessary to enable traders to eliminate 
from their calculations a margin to cover nsk of exchange, which would 
otherwise coJltribute to the rise in prices. Moreover, all Government 
interfei^nce with trad^ including exchange, tends to impede that 
improvement of the economic cq^nditions^of a country by which alone 
a healthy and stable exchange ean be secured." 

On the other hand,- '• the present chaotic conditions of the 
exchanges makes international trade,"y—to quote the Federation 
of Briti^ Industries—** instead of being a matter of reasonable 
fores^^lft and calculation, a game of chaftce, in which the rules 
and stakes are perpetually altdiring Without the will or know¬ 
ledge of the player." 
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It does not seem that much he done in the direction of ^ 
steadying the exchanges except to put such pressure as is 
practicable on foreign countries to cease inflation hy printing 
paper money, to balance their budgets, and to stabilize their 
currencies and re-anchor them to gold, though not necessarily' 
in the same parity as pre-war, at the same time adding t& the 
national we^th, on which sound currency is based, by in¬ 
creasing national production? decreasing consumption, reducing 
expenditure, and promoting public and private economy. 

Revision of Financial Policy 

Business men contend that stability and not inflation or 
deflation should have been aimed at by the Government, and 
that industry has been gravely injured by the instability result¬ 
ing from the Government's flnancial policy of deflating with 
the object of restoring an effective gold standard. In pur¬ 
suance of this policy, towards the end of 19x9, the banlc jrate 
was raised from 5 per cent, to 6 per cent., and Xreasury Bill 
rate from 4^ per cent, to 5J per cent. ; then in April X920, the 
bank rate was further raised to 7 per cent.' and the Xreasury 
Bill to per cent. Appended to the Report of the War 
"Wealth Committee, published in May 1920, is a Xreasury 
Memorandum''explaining the policy. Inflation and deflation 
are ambiguous terms ; the Government has explained its 
understanding of them to be the increase or decrease respectively 
of purchasing power relative to the atnount of commodities 
available for purchase—purchasing power being measured by 
the amount of bank deposits and currency in circylation. ■ A 
masterly description of the nature and effect on industr y o f 
the Government’s policy was given by the Right^ Hon.^K. 
McICtona at the Ordinary General Meeting of the London Joint 
City and Midlahd Bank, Limited, on January 28, X921. Mr. 
McKenna drew the distinction, almost invariably overlooked, 

between speculative inflation "-a temporary condition 

remediable by making money dearer and restricting credit— 
and /* monetary inflation ”—a more or less permanent con¬ 
dition which cannot so be remedied. In regard to the latt^ he 
said : Bear money and a rigid restridtion of credit, so far 

from proving an effective means of restoring trade to a whole¬ 
some condition, could only aggravate our evils." Monetary 
inflation was due to gigaij^ic war-tim« borrowing by the Gov«n- 

^ 1931. A.pril 28. pi*r cent. X932. Feb. z6. 4^ p«;jcent. 

Tun© 23. €> ,, ,, April 13. 4 ,, 

July 21. 5* .. ^ June 15- 3 i .. 

Nov. 3. 5 „ ,,, July * 3 - 3 •» »* 
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ment, not for increasing mdustrial production, but almost 
entirely fear co|istunption. As loans remained outstanding 
after the commodities bad been consumed, there was an 
immense increase of purchasing power relative to the am<vant 
of commodities available for purchase. Mr. MciCenna pointed 
out ^hat l^e first effects of an attempt at monetary deflation 
wotild be to cause severe trade* depression, manifesting itself 
in a fall in wholesale pric^, due to^oods being thrown upon the 
market by traders who were unable to carry their stocks or 
who had failed in business; a diminution in producti<9n; a 
reduction in prices ; a growth in unemployment ; reduced 
purchasing power of wage-earners, and so a further fall in whole¬ 
sale and retail prices, and later, in consequence of the trade 
depression, a decline in national revenue without any 
diminution of the permanent liabilities of the Government. 
To pay taxes traders would have to borrow from their banks ; 
to meet national expenses Government would have to resort 
to bank loans, and credit inflation would again ensue. Mr. 
McKenna conclusively showed that monetary deflation can only 
be achieved through repayment of the immense Government 
loans, which cannot be effecteef by the imposition of additional 
taxation, as that would bring immediate ruin upon our com¬ 
merce and «nanufacture, but only from funds secured by the 
most rigid ^onomy in national expenditure, and by increasing 
the commodities available for purchase through the stimulation 
of production and of itrade. 

There are some drastic remedies which leave the patient 
cuf*ed of hj^ disease, but dead from general debility ; monetary 
deflation, as practised by the Government, is one of them. 
fi“is no *satisfaction to the manufacturer whose works are 
• closed down, or the worker who is unemployed, to told 
that the currency is being restored to pr6-war parity of 
exchange. They see in the United Kingdom and United 

St^-tes—^exponents of this process—a larger proportion of the 
population unemployed than in any other industrial country, 
and these axe the two wealthiest countries in the worlds with 
the gseatest foreign trade. 

Reconsideration*pf Reparations Policy 

No one suggests that Germany should be relieved from 
payment of reparations or that th^ Government shoiild be 
dissuaded from insisting on payment by any fraudulent bank- 
xuptg^on the p>art of Germany. At ftie same time there is 
real urgency for clear thinking*and decisive action on the part 
of the Government in regard'*to thp amount and mode of pay- 
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ment. Tlie Government's origipal figure of 20.000 millions 
turned out to be a ridiculous over-estimate, afterwards reduced 
by the Ultimatum of X^ndon to a maximiim yearly pa3ncnent 
of 400 millions. To make the pa3anent. the siirplus of the 
value of Germany's exi>orted s^eable commodities over the' 
cost of her imported raw materials and food must at J^jsast equal 
that amount. Pressed to jirovide th^ surplus she must 
necessarily undersell our manufacturers in foreign markets, 
which she will and can do by depreciating the mark in 
foreign exchange so as to keep its external below its internal 
value. This results in a premium on German exports, and the 
undercutting of our commodities in those markets. Mr. 
McKenna’s reasoned speech "to his bank on January 27. 1922, 
is worthy of close attention. “ Before Germany could meet 
her full liability." says Mr. McKenna, " before she could develop 
her foreign trade to such a degree as to have an exportable 
surplus of 400 millions a year, the foreign trade of this country, 
her chief competitor, must dwindle into insignificance.” 
Speaking from the economic point of view, he goes on to point 
out that Germany can pay annpally ” to the full extent of the 
export surplus her trade can give her without forcing the 
external value of the mark below its internal value . . . she 
can pay in specified commodities, which in our •case might 
include sugar, timber, potash, and other materials which are 
indispensable to us, but which we either do not produce at all 
or in insufficient quantities. She can pay also by the surrender 
of ^ny foreign securities her nationals may possess, so far as 
they can be traced, and. if the Allies are willing to accept this 
form of payment, by the direct employment of her labour in 
reconstructing devastated areas.” There can hardlj^be much 
questibn that vacillation in the reparations policy has been 
pro<^uct|ve of s^ious injury to our foreign trade. 

Inter-Allies Debts 

The restoration of international trade depends also en a 
sound and sensible recognition by those of the Allies who are 
creditor nations of the economic effects of enforcing payment 
of the indebtedness to them by ^the Goiremments of debtor 
nations, coupled with such action as they, in the interests of 
civilization and of their own countries^* find themselves able to 
take in the direction of i^odification. Government war-debts 
have produced for no debtor country any increase of itanational 
wealth ; they can be ^aid by the debtor country onljSi^ut of 
its capital or its income. In regard to the first alternative, no 
debtor country can possibly, unde^ any scheme of finance, pay 
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its government war-debts out^f capital, that is to say, out of 
home or foreignwsecurities in the hands of its Government or its 
nationals, or out of cash balances standing to the credit abroad 
. of either or both of them. If those debts are to be paid at adl, it 
musA be out of income, that is to say, out of the surplus realized 
by the exjWDrt of natural product*, manufactured goods, services 
and “ invisible experts," after^ payment of the expenses 
involved in producing such surplus, e.g. cost of raw material, 
labour involved in manufacture, and other costs of prodt^tion 
and expenses of rendering the services. Now, the dominant 
fact to-day is that the debtor nations’ available surpluses are 
either insufficient, or not more tlmn sufTicient, to cover their 
pre-war debts. How then in each case is the surplus to be so 
enormously increased as to cover tlie fresh indcbt<-dness result¬ 
ing from the Great War ? In one way only—by enormously 
increased production, and by a reduction in the national 
standard of living. Nothing is more certain than the absolute 
impossibility of any debtor country being able to pay its war- 
debts under its present standard of prod\JCtion and of living. 
Supposing, however, it to b« piacticablc, and that it is 
determined to compel each debtor counti'y to create the 
requisite surplus, what would be the peril to international 

trade of such forced payments ? Mr. F. C. tjoodenough- 

the Chairman of Barclay’s Bank—Jjas explained the position 
with cogent clarity ; his illuminating exposition will be found 
in The Ti-mes of Apri^n, 1922. 

^’irst let us consider how much of the needed surplus can»be 
created by»increased production. It obviously involves enor- 
mc i u sly greater output on the part of labour each working hour, 
the introduction of very greatly improved organization ^nd of 
time- and labour-saving appliances, which, ^part from the 
new spirit it would demand in industry, would entaika drain 
upoft capital r^ources for their provision, that, at tlfis present 
time of scarcity,, could not be met, and a general alteration 
in pl'ice levels. Our difficulty to-day is to attain even to 
our pre-wa^standard of efficient and effective output. W% are 
living ^o-day largely upon our capital and not upon income. 
But, assuming that debtor nations can go some way towards 
paying their war-time indebtedness by increased production, 
they plainly cannot go' ^ything like th® full length ; they must 
fall back, if pressed, on a feduction of their standard of living 
which jUMuld be primarily effected by a Reduction in industrial 
wage^rThen mark the effect upon creditor nationS. If wages 
in - a debtor nation are redjuced, and costs of production 
axe oorrespoTidine-lv brouakt down without anv eouivalent 
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limiaution in the efficiency <>f labour, that debtor nat&>n 
s in a position, and, if put under pressure.to pay its war- 
lebts, is compiled to put its manufactured commodities 
nte foreign markets at prices considerably lower than its, 
^’editor nation with a higher standard of living can afford to 
io. This unfair competitioi^ applies not merely to creditor 
oations, but to all nations trading in the same competitive 
Foreign markets. But, then, follow the matter one stage ^rther : 
if the other nations, under the stress of this competition, bring 
dowii their costs of production to the same level, the debtor 
nation loses its preferential position in the foreign markets and 
ceases to be in a position io pay its war indcbtedn^s. 

Even by means of increased production, and a reduced 
standard of living, a debtor country may be imable to meet its 
war indebtedness in full. Should it be forced to do so, it must 
borrow the balance of the money annually due.which can seldom 
be achieved by external or internal loans, but usually by 
increase of paper currency which soon brings its own retribu¬ 
tion—national bankruptcy. The total amount of Inter-Allied 
Debts, as between the United Spates of America, Great Britain, 
France, Italy, Russia and Belgium, is 4,000 millions sterling, 
to which, if the Reparation payments of 6,600 millions sterling 
are added, mhkes a total of zo,6oo millions stdtling which 
does not include the war-debt owing by each country to its 
own nationals nor by th^ Dominions to Great Britain. Mr. 
Goodenoiigh’s suggestions were eminCRtly practical, that the 
amount to be paid by each debtor nation should be fixed as 
soon as possible, so as to clear away the present distuxbing atfho- 
sphere of uncertainty, that bonds for as long a period practic¬ 
able should be created by each debtor country representing 
the total amount of its national war-debt, and that these should 
be grad’ta-lly off^ed to the public for investment supported by 
the natiot.al guarantees of the debtor country. Bon^ handed 
by one debtor nation to a creditor nation in r^pect of a debt 
could be endorsed by the latter nation to another country in 
respect of a debt owing by the endorser to the endorsee, and so 
find a ready market among investors all over the world. • Each 
country creating a bond >^ould b^ compelled to provide a fund 
out of its own taxation for the redemption of its own bonds. 
The scheme of Mr. Good^ough urgentty needs consideration, as 
the whole question of Int?r-Ally indebtedness calls for a decision. 

' Baeport Credits 

Acting with prudence, ancf exercising co-operation'’with 
btisiness men, the Government 'c^n. as exp^eriimce has shown. 
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*1>^eficially tise its credit to assist sound trading between this 
and foreign coti^tries and to enable works to be carried out 
which provide emplo3rment ; and so long as the Government 
jemploys the normal machinery of finance and comme^ce^ 
'muc^ can be done in this way to further the restoration of trade 
and indusliry. The Export Credits Scheme administered by 
the Department of (^verseas X^ade is conferring substanti^ 
benefits on industry in stimulating orders from abroad, and 
developing markets to replace those permanently lost or tem¬ 
porarily closed to us in countries which are, at the time being, 
potential producers of commodities exchangeable for the 
commodities we produce. The guarantee of loans so ably 
administered by the Advisory Committee under the Trade 
Facilities Act. X92Z. is materially encouraging sound com¬ 
mercial business. 

^ Bringing down Costs of Production * 

But after all is said and done, we are living in a fool's paradise 
if we think that, even when financial equilibrium and stability 
have been attained, we shall ^e able to compete in foreign 
markets at our present real.cosXs of output. "Wages constitute 
the greatest proportion of costs of production in every industry, 
and wages ^ill have to be reduced—the standard of living of 
1920—I cannot be maintained. A lower standard of profits 
must likewise be accepted by erfiployers. There must be 
equality of sacrifice al>xound. Labour argues that reduction 
of wages in industry means diminished national purcha^mg 
po^er, and consequently increased trade depression. Xh^t is 
only when there is an effective demand at existing 

prices for the output of industry. The object now is to reduce 
■ costs so as to get down to a price at which demand rftay be 
effective. The foolish expectations nurtured*by the •grorking- 
classes of getting out of the war a higher standard of Irving 
than they enjo5^ed before the war was largely due to the utterly 
impossible—and' sometimes grotesque—^pictures painted by 
members of the Government of “ the good times conjing.” 
These»reductions in cost by reductions of wages and profits can 
be immediate ; any reductipns in «>st of production through 
improvement of management, organization and plant or 
increasing the efficiOTcy of labour’s output, while necessary for 
the permanent well-being* of industrj^, are too slow acting for 
the prjijient emergency. • 



CHAPTER XXIII 

THE RIOHT RELATIONSHIP "of GOVERN- 

. ment to industry 

2. Tbe Normal Position of Oovemment in Relation to Industry— 

Regulation, of Factory Conditions—Conciliation and not Inter* 
vention—Protection of^ thrf Community—^Vi^ages in Unorganized 
Industries—Industrial Research—^ICecd of a Real Idixiistry of X^hour 
—Regulation of Combinations and lilonopolies. 

2. XHH NORMAL POSITION OF GOVERNMENT IN 
RELATION TO INDUSTRY 

X ^E must now consider the relationship of Government 
▼ ▼ to industry in normal times. "Whether or not any 
particular industries should he nationalized and thereafter 
conducted as State industries or under some other system than 
the present, are constitutional questions to be decided by the 
Government in power in accordance with what thc^ believe to 
be the will of the people.* That the author of this book is 
strongly opposed to nationalization as»a general principle of 
industrial organization is suflicicntly apparent from what has 
already been written and for the reasons given. ^Assumilig. 
however, that there is no nationalization of an industry, b u^ 
that it continues on a reformed basis of private own'^rship, it 
is important to discuss under what circumstances the Govern¬ 
ment ought to in'Lervene in regard to any question affecting the 
admtnistnrjion and control of that industry, or, indeed, oi all 
industries in general. Our recent experience <jf Government 
direction of industries, both during and after the war, assists us 
in answering that question. If, els during the w^r, a large 
supply of munitions has to be organized at a moment's notice, 
and maintained irrespectii;e of all considerations of economy 
and industrial efficiency, probably Ao other course would remain 
but for the Government of the day tc^.control the industries 
concerned ; but, in normal times, wl^n economy of production 
is imperative, industrial efficiency essential, and ent^prising 
and far-sighted administration of paramount impo^t^nce. 
Government direction has sho-vm itself to be quite hopMess. 
Employers and Trade Unions are in firm agreement on this 
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point, that Government control of industry spells ineptitude, 
incompetence, ^travagance, and confusion ail along the line. 
We may, ther^ore, emphasize this as the first cardinal prin¬ 
ciple regulating the relationship of Government to industry: 
fhft-j- the circumstances are few and seldom arise which justify 
interventipn by Government in the economic administration 
and control of any industry. * 

Regulation of Factory Conditions 
The Government is however bound to assert its right tcrtnter- 
vene, in order to prevent the existence of, and, where they 
have arisen, to remove, industrial conditions which are injurious 
to the health and 'welfare of the workers as a whole or any 
particular section of them. This is action in respect of which 
every Government would always have behind it the full 
approval of the social conscience. But for the intervention of 
the Government in days gone by, tlie dehumanizing conditions 
attending child-labour and the employment of women in work¬ 
shops would never have been removed, and English factories 
would not be to-day as they arc. the first in the world for health, 
sanitation and good amenities. In the early days of last 
century, when factory legislation was first proposed, the 
employers^f one large Yorkshire woollen town»came in formal 
deputatioTte to London to protest that, if there were any inter¬ 
ference by Act of Parliament witlf their liberty to employ as 
they pleased, in their^wooUen manufactories, young children 
for such hours as they thought fit, a death-blow woul^J be 
sfloick to.the trade of England. Those days have gone,, and 
jvith .^^m that class of employer. 

Under the Factory Acts and the skilled and far-sighted super¬ 
vision of the Home Office Factory Inspectors, an immense 
amount has been done to promote the healAi of tl^^wo^kers, 
the^'safety of their occupations, and freedom from ^reventible 
danger^w Nofie but the most hardened of individualistic 
employers—and*few of them now remain—object to sound and 
reasonable State regfulation in matters such as thes§. He 
welcomes it for his own protection. » 

Conciliation dnd not Intervention 
It is more in regard* to industrial disputes concerning wages 
and conditions of erhployment that thh Government is too prone 
to inte^ene. There must always be a Ministry of Labour to 
kee^fnclose touch with industrial dispbtes. Such a Ministry, 
though it should in the first instance leave employers and 
employed to discuss matters through the conciliation machinery 
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that exists in <^ch particular industry, yet, by discreet and 
impartial action, can do most valuable •wot^ in smoothing 
over ruptures in negotiations when neither side from motives 
dignity or strategy will move. That is a difierent thmg 
altogether from the Cabinet rushing in. The public^will 
never know the extent to which industrial harmony in this 
country has been preserved on*occasions 9! stress by the efforts 
towards conciliation exerted by the Ministry of X^abour and its 
predecessor, the Conciliation Department of the Hoard of Trade, 
and Sometimes tinder the greatest difficulties. At times when 
the Ministry had arranged between employers and Trade Unions 
a formula for the solution of.a wage dispute or the termination 
of a strike or other inaustrial controversy, the recalcitrant 
leaders of some Union, entering into temporary alliance with 
other turbulent spirits, would speed round in deputation to 
the Cabinet at 10, Downing Street, and seldom be denied 
admission. Frequently, other terms would be suggested, by 
the Cabinet for the sake of peace, prpbably more favourable to 
the workers than those arranged by the Ministry of Labour. 
The results were disastrous, ,the prestige of the Ministry 
suffered a serious relapse, the repute, of tlie Trade Union leaders 
who agreed terms with the Ministry was damaged in the eyes 
of their members almost irretrievably, the rebellious section 
of the Union was given a resounding advertisement at the 
expense of industrial constitutional government—no surer way 
to sow the seeds of disruption and indiscipline in any Union. 

Protection of the Community ^ ^ 

Hut it will be asked what is to happen when the ^mployei^ 
and Unions concerned in our great national industries decline to 
come “together. In that event, the Government, through the 
Minytr ^ o f Labdur, must, as the latter has so frequently done 
with tacTKnd efficiency, endeavour to bring the two sides»to a 
conference. That can usually be done. The Miifistry k&s power 
under the Industried Courts Act, Z919, to appoint a Coua*t of 
Inquiry, but this power in practice is of little use unless both 
sides agree. Public opinion, however, can always be relied on 
strongly to resent employers and unionS standing at arm’s 
length ; but before it can, or will, operate, a definite open 
effort must be made to put them into touch with one another. 
Negotiations once instituted may culminate in an agreement, or 
end in a rupture, so that a strike or lock-out appears ugi^^table. 
Then there is generaliy'but one sound course for the Go^^b^moit 
to pursue : at once to refer the dispute through the appropriate 
Government Department tq the Ihdustrial Court, and obtain its 
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impartial azidl expexienced decision upon the issue. Whether 
either or 1:>oth parties will submit to the arbitrament of the 
Court is purely volxmtary—we have not compulsory industrial 
arbitration in this country. It has failed in Canada and ^u»> 
tral^a ; it failed here disastrously during the war. If men are 
to be compelled to accept an ayard, employers must be com¬ 
pelled. if the Court sp decide, to carry on their works at a loss. 
Hut the public has no patience* with any party to a wages 
dispute who will not agree to the reference of his claim to an 
independent tribunal, or who, having agreed to the submission, 
reuses to accept the award. One of the most important 
present-day functions of such a tribunal is to analyse the 
claim and see to what extent the claim is a genuine industrial 
demand, or part of the revolutionary programme of extremists 
for squeezing all private profit out of industry so as to force 
“ nationalization and democratic conti'ol " or som^ other 
favourite socialistic scheme. Xhe one fatal course is for the 
Cabinet to attempt itself to handle industrial disputes. 

Still, after or without an inquiry by the Industrial Court, a 
strike or lock-out may occur.* Xhen the primary duty of the 
Government is to stand firm, refuse all concessions, and protect 
the community ; nothing less is adequate for the maintenance 
of social oi^er. Too often employers and tJnioils complacently 
think that •ttie Government should stand aside and let them fight 
it out over the prostrate public. In*saying that they forget the 
paramount interests df the community. Every principle of 
democratic government negatives the right of a section o^the 
c^mmuni^ so to attempt to enforce its arbitrary will,.and 
^here^l^ refusing an independent arbitration and then calling 
a strike or lock-out, it does so, it is the plain duty of the Govern¬ 
ment to provide for the continuance of public services ^and to 
maintain a skeleton organization in being for ths^^ugpose. 
This is not acting as strike-breaker between employer and 
emplo^Ted. Blit let not the measures for the protection of the 
conUmunity be*Taken in stealth. Why should there be any 
secrecy about the matter ? The obligation and intention of 
the Government always so to act should be openly affirmed. 
As Labour has officially adopted* the anti-social policy of 
** direct action," the Trade Disputes Act of 1906 should 
be repealed. Whate's^r reason of political expediency—^there 
was none in law or in logic—justifie^the application of the Act 
to cases^f economic strikes between •employers and employed, 
no pretext remains for its retention in cases of strikes against 
the community, especially where an independent inquiry ha3 
been refused. The Govemdient can successfully measure its 
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strength, againsj: any such strike, if only it will give the fullest 
possible pu1:^city to the issues, for public opl^on will always 
split like a st^l wedge the solidarity of such anti-social action. 

« ' « 

'Wages in Unorganized Industries 

One particular class of wages questions does demand inter¬ 
vention by the Government. In w^-ordered industries, 
where organizations exist effefctively representing the employers 
and employed engaged in the industry, wages and conditions 
ouglft to be left as matters for coUective bargaining. There 
are, however, many industries which are so scattered through 
the country or so subject to conditions incompatible with good 
organization as to make collective bargaining impossible. In 
them reasonable minimum wages and conditions must be 
secured, and it is the duty of the Government to see that such 
provisif>n is made, unless it is prepared to acquiesce in '' sweated 
labour trades." Hitherto, the provision has taken the form of 
a Trade Hoard for the industry un^.er the Trade Boards Act, 
and there is no doubt that type of organization must continue 
in appropriate cases. Much criticism has been levelled against 
the Ttade Boards, on which Lord Cave’s Committee ‘ has now 
rep>orted fully. From their inception up to the war. Trade 
Boards on th€^ whole were successful. Tlie defects that subse¬ 
quently developed in the system were due to the fact that the 
far-flung series of Trade Boards, constituted immediately after 
the war, had none of the experience iSor traditions of the old 
Ba<*-**ds ; their cliairmen and independent members were very 
largely persons without practical experience of. industrial 
problems, and necessarily of that category, because of the large 
number of such appointments to be filled. They dia not cdn- 
fine themselves to prescribing minimum wages and conditions 
—tbeir.^rproper function—so as to avoid sweated conditions, 
but they attempted to regulate actual wages and conditions, a 
v^y diflerent matter. They also applied war^^time «^andards 
to peace-time *circumstances, and that natihrally plungbd a 
nascent and struggling industry into great diflici^ty. 

Industrial Research' 

Ind\istrial research becomes daily more essential for indus¬ 
trial progress. It has been developed-to, a greater extent in 
Germany and the United States of America than with ns. 
Much of the industrial prosperity in those two countsj^ is due 
to the estaiblishment ^of associations, and, indeed, of Ijiighly 

* Committee of Inquiry into the Working and ££fect of the ^rade 
Boards^Acts —JParliamentary Cd. 1645. 
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^v^oped departments by individual firms for industrial 
searcb. Muc^ is being done, and still more remains to be 
^ne, by individual firms and by trade associations in tbis 
>untry in tbat direction. Xbere is no doubt tbat tbis Icutd 
or^ can more effectively be conducted in tbat way tban 
y any Giovemment Oepartmgnt, but, at tbe same time, a 
ovemment Oeparljnent is reqoaired to co-ordinate and 
:imulate ratber tban to control “sucb private efforts. In this 
ay, most valuable work is being done by the IDepartment of 
cientific and Industrial Research. Tbis will always remain 
n important sphere for Government industrial activity. 

Need • of a Real Ministry of Labour 
If we are to have anything like effective and efficient labour 
dministration, a Ministry of Labour is essential, Xhose who 
all for abolition of the Ministry are truly neophytes iB»the art 
f industrial government. Convinced believers, let us assume 
hem to be, in the principle of laissez-oiler, they actually 
hink that if the Ministry disappeared there would be an end 
f all intervention by Govewiment betw'een employers and 
mployed. What uninfocmed criticism ! Xhey forget that 
he Home Office has control of the administration of the 

'actory ACts-a matter embracing working Conditions and 

welfare of workers which goes right to the root of the Labour 
>roblem. Xhey omit to notice thaf the Mines Department of 
he Board of Xrade esftrcises supervision over the conditions 
»f employment and wages of minei’s ; that the Minist^^ of 
V^ricultur^ is responsible for the Joint Conciliation Committees 
yhich deal with exactly similar questions in agriculture ; that the 
Ministry of Xransport does the same in the railway service, and 
-hat the Ministry of Health has jurisdiction <^er health*insur- 
ince so largely handled by the Approved- 5 ocietiaa»®eations 
>f the Xrade Unions, and over the administration at the Poor 
Law relfof whidh so nearly touclies the unemployment problem. 
These various'^firisdictions are admittedly to Stand—it could 
rot be, and indeed is not contended otherwise. Xhe Ministry 

rf Labour is, howeyer, to disappear, and its responsibilities- 

memployment insurance, .trade Boards, labour exchanges, 
x>nciliation of trade disputes, co-ordination of Labour 
administration in thi:^ country in conformity with the Inter¬ 
national Labour Organiza-fion created»by the Peace Xreaty-—are 
to be ercAtnguished or tacked on as ap^pejidages to other d^part- 
meiite. Tbe resulting position is too rimculous to < 5 C>ntempi}ate. 
Und& such circumstances the Government could never be 
advised on any basis of con^isten^ administration and policy 
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m regaxd to an^^lalsour question ; continuous touch would be 
lost -with the representative Trade Union federations ; there 
would be as many opinions as there were departments impli- 
cfttedL Whenever a national strike was imminent in any 
great industry, the Government wotild have to organize^ sm 
improvised committee of tlje Departments coneemed in 
labour—^probably few of them even remotely connected with 
the particular industry affected—and try to evolve an ad hoc 
policjj. We are suffering still from the effects of opportunist 
action of that kind and want no repetition. And when Govern¬ 
ment intervention in a national strike becomes inevitable for 
the protection of the community, he would be a bold man who 
would prefer n^otiations by the Cabinet conducted on no set 
principle and founded on no experience of industrial con¬ 
ditions, to negotiations by the Ministry of Labour, which does 
conducl^uch business on a settled basis of principle, knowing 
the interconnection of trade with trade and the effect which a 
concession like the laj per cent, bonustto one section of industry 
produces upon all other sections, and appreciates the danger of 
settling strikes in the way theu South Wales Coal Strike of 
Z915 was settled. 

It has been amply proved by bitter experience that no 
branch of humhn activity stands in more urgent n6ed of even 
administration on uniform and consistent lines* than does 
.labotir. Granted that employers and employed should settle 
between themselves so far as possible their own disputes, there 
comcss inevitably a stage when a settlement or failure to settle 
intimately affects the community. It is then that the offices ’ 
of a 3properly constituted Ministry of Labour come ipt<«> play.. 
If it is desired to leave the public merely as a football between 
employers and employed then abolish the Ministry. Far from ' 
aboU«hi«git, in my view it ought to be consolidated and vested 
with extended powers. It ought to be made in fact, not merely 
in name, a real Ministry of Labour. All the' powar§ of the 
other Government Departments which relate td labour shbuld 
be transferred to it. so that there would be one central depart¬ 
ment charged with and responsible for the .administration of all 
labour in this country. A* great part of the laboiir disorganiz¬ 
ation during the war which has been used as an argument for 
abolition of the Ministry of Labour, and: in derogation of the 
great national services performed by it, was entirely due to 
thisMclash between, di^efent depxartments in regard to labour 
adzx^nistratibn : the Admiralty bidding against the Mii^txy 
of Munitions by paying higher wages to the same class of rnen 
and settling stipes on more^dvahtageous terms to the workers ; 
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the Agcicultural Wages Board of the Ministrir of Agriculture 
putting up wag<jp of agricultural labourers to a height that upset 
the country- railway porters who w^e dra-wn from them. 
Innumerable other instances cotild be given, all directlj^dure 
to tjre sub^di-vision of labour administration among a number 
of differemt and hostile Govermnent departments. It is not 
unimportant in this <;pnnection to remember that when, in the 
beginning of 1917, the Ministry of'Labour, which was originally 
a conception of the Xrades Union Congress, was formed by Mr. 
Lloyd George’s hrst Coalition Government, it was intended to 
transfer to it all the labour powers of the other Government 
departments. This was fiercely i;psisted by every department 
which it was proposed to denude of any powers, and in 
great measure successfully. As a result of that internecine 
warfare, the present Ministry of Labour is unhappily but 
an emasculated edition of the fully endowed centr^^^epart- 
ment that Mr. Lloyd George wisely had in mind. The 
wonder is that it has <^ne as well as it has with such a 
disappointing limitation of powers- But apart from home 
labour administration, we sh^.!! get into most serious inter¬ 
national complications, and very great domestic difficulty, if 
proper touch is not maintained with, and the interests of the 
country prBperly voiced in, the International Ijabour Organiz¬ 
ation which exercises now very considerable influence over 
labour legislation and administration in every country, party 
to the League of Natioffs. That cannot possibly be managed if 
the responsibility is to be scattered over half a dozen paiiftially 
' iflflerested. and wholly unco-ordinated Government depart¬ 
ments.* ^ 

If the labour sections of other Government departments 
were united with the Ministry of Labour, very great economies 
could be effected : factory and trade board irspecto^atgg,^ould 
be combined ; health and unempIo5mient inspectomtes could 
aJso be** anxalg&mated ; in fact, one central inspectorate could 
well* perfo rm ' ■ tf S‘the four kinds of msp>ection dbties. These are 
but a few«ll\istratiofis. The various labour duties performed 
by th« different Government departments are so ob-vioxisly one 
and the same that it is i^conceivn.ble why the overlapping 
which exists should be tolerated any longer. It is the one 
thing in our laboiir zkdministration that passes the comjnre- 
hension of foreign critics:. • 

ScHme^f those who suggest the abblition of the of 

Labour propose to constitute in its pladb a N^ational Industrial 
Coimcil, consisting of an equ^ number of representativ{» of 
£mjfloyers’ Associations anfl Trade Unions with a chairman 
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nominated "by tbe Government, as recommended by the Report 
of tbe Provisional Joint Committee of Hmployers and Trade 
XJnions to the Industrial Conference, convened by the Govem- 
wa&mf. on February 27, 19x9, when the miners* strike was. 
threatening. The duty of the National Industrial Council would 
be to make recommendations ^n regard to controvereial indus¬ 
trial matters. If the Unions botta fide ,will undertake to use 
such a Council, or Parliamerit of Industry as it is sometime 
called, for the purpose of promoting good relations between 
employers and employed, its creation would be of value. That 
implies the continuance in industry of the private employer. 
Put, on the other hand,, if the Unions intend to work for the 
elimination of the private employer froni industry, as they 
declared their intention to do in the Memorandum {see p. 59) 
annexed by the Right Hon. Arthur Henderson to the RepK>rt 
of the^pro-vdsional Joint Committee, then the creation of a 
Parliament of Industry would be a farce, and merely degenerate 
into an organized means to the Unio^^s’ real end. In any event, 
the scope of a National Joint Council is limited. No Union 
will acquiesce in the judgment of other Unions on its domestic 
affairs—imagine boilermakers accepting the decision of plum¬ 
bers, electricians and fitters on a question concerning the 
demarcation of boilermakers* work. As it was, ihiners, rail- 
wa5nnen and transpKjrt workers absented themselves from the 
Industrial Conference in X9X9. Moreover, employers and 
Trade Unions will always agree, to th^'serious discomfiture of 
GoviSmment, on reforms of which the expenses are to fall i\ot 
on industry but on national funds, but the question of such 
expenditxire is surely one to be reserved exclusively fqr^Parlia-’- 
ment. The Ministry of Labour has always the General Council 
to confeult, which represents the whole of organized labour, and 
the ,Na^onal Confederation of Employers* Organizations, 
reinforced •dav consultation -with any employers* organizations 
outside that Confederation. If a joint conference with 
employers and ‘Trade Unions is desired by GoVbmment Such 
can always now be easily arranged. 

Regulation of Corabinations and 'Monopolies 
Combination is inherent in ind\lstrial progress ; this is fully 
recognized by Labour. The addendum^to* the Report of the 
Committee on Trusts {I\*rliawientaiy Paper, 19x9, Cd. 9236) 
signjed* (amongst others)' by such stalwart membeil» of the 
Labour Party as Messrs. Bevan and Sidney Webb, stated : 
** have to recognize that association and combination in 

production and distribution* are ^eps to the greater ef&cieru^y. 
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tke increased, economy and tlie better org:ani2atipn of industry ; 
we re^rd this evolution as inevitable and desirable.’* 

This fact compels the Government to protect the consuming 
public against exploitation by combinations and monopc^es* 
The ^ principles along which such protective action should 
proceed ar^ indicated in the Report of this Committee, which 
has received the official approve of the Federation of Hritish 
Industries. Shortly put, they throw on the Hoard of Trade 
the duty of inquiring into any reasonable complaints, of refer¬ 
ring any questions arising out of their inquiry to a special 
tribunal for investigation and report, and of recommending to 
the Government action for the remedying of any grievances 
found to exist by the tribunal. The Federation properly insists 
upon two safeguards : first, avoidance 'of any restriction pre¬ 
judicing the position of British industry in the export trade, 
and, secondly, caution against any communication t^^^reign 
competitors of information regarding British trade asso^ations 
or combines. There have been suggestions made by some 
public men that statutory limits should be placed upon 
dividends of industrial concerns. Such restrictions have in 
the past been imposed upon the payment of dividends by 
companies supplying, under powers of statutory monopoly, 
pubUc necessities like gets and water, but economic history 
shows conclusively that anything in the nature of a statutory 
limitation of dividends for concerns hot supplying a monopHDiy. 
but marketing its produet in a competitive market is seriously 
destructive of efficiency and enterprise. 
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CHAPTfCR XXiy 

TH£ RIGHT RHLATIONSHIP B£TWH£N 
BMP1.0YHRS AND BMPLOYBD 
1. CONTENTMENT IN INDUSTRY 

(a) ProTtaiOli asainst TTnemployment—Equalization of X>eman(l for 
lUt'bour—Insurance against tJneznplo3rznent—Need of a Job-Finding 

Organization—Insurance by State or Industry—State Insurance- 

Insurance by Industry or Industries—Reform of Present Out-Door 
Raiief System—Unemployment Insurance by Firms. 

R eform of the relationship in industry between employers 
and employed involves three things ; securing content¬ 
ment, achieving co-operation, increasing production ; these 
constitute the dynamic trinity Only when contentment can 
be secured is co-operation made possible; without co-opera¬ 
tion there never can be efficient production ; production sdone 
can create the prosperity which is the sole scarce of the 
•financial ability of any industry to pay higli wages and 
maintain good conditions of employiw.ent. Contentment does 
not/^ean stagnation ; it means willingness to progress under 
an. accepted system—in other words, evolution. 

(a) Provision against Unemployment 
If we are to secure contentment in industry, unquestionably- 
the^&rgt mattei to be dealt with is unemploymejit. A dis- 
tinctioE 'igiust be drawn between normal unemployment—the 
result of seasonal or cyclic depressions in trade, which arise 
from circumstances wrfl-known in industry y^th^ aff^ctihg 
the yirorld at large or peculiar to some country iq^. particular, 
or special to some national industry—and the abiiomml 
unemplojnnent which has resulted from the Great "War. We 
are now considering normal unemplo5rment. What Govern¬ 
ment should do to deal with the abnormal unemployment 
occasioned by the war we have already discussed in Chapter 

‘ c. 

e Equalizavion of Demand for l.abotxr 
..sXh regard to normal unemplo5rment there are two flings 
only which can be done :-^firstj to reduce, so far as possible. 
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£luctiia.tioxiS iDi» the demand for labour between one year and 
another, and one season of the 3^ear with anotlfer season of the 
same year, and, Secondly, to make the best provision economic- 
aJly practicable for the maintenance dming times of trade 
depression of persons who are unemployed or xmder-empWfjred. 
It is most difficxalt to " ^i^ualize thfe demand for labour.’* In 
ordinary commercial business that is a matter largely outside 
the power of Government, employers, or Trade Unions. It is 
one of the privileges which is reserved for the consumer. 
The only directions in which fruitfvil action can be taken are 
to provide a system such as exists under the Labour Exchange 
organization, or that of certain Trade Unions, whereby the work¬ 
man out of a job can be put in thuch with the employer who 
wants labour of his particular description, and to arrange 
the execution of public works by Government Departments or 
local authorities, and the manufacture of stores or equipment 
for public purposes, the amount of which is mowi^^r less 
standard, so that by postponing some and expediting others 
some advance is possible %toward$ making more imiform the 
demand for labour as between good times and bad. But 
the limits within which tliis a practicable policy axe much 
narrower than is generally realized, and immensely more 
restricted than is suggested by the Laboxir Par^y. 

• Insurance against Ur^mployment 
Although to prevent^unemploynient is impossible, happily 
a great deal can be done to mitigate the evils of »^em- 
^>k>yment when it does occur. Under no system of organizing 
industry—^n spite of the contentions of the l.a.bour PSxty 
that under its socialistic i-econstruction of industry there 
would be no unemployment—can any person be guaranteed 
continuous work. It is possible, however^ to^^spread the 
income of the indxistry in good tinies over bad tirrwa^Si^that 
when the latter supervene tliere will be something coming in 
tb^ worker^for him to live on. This is not^a dole as some 
people call it, but rather in the nature of deferred pay. With 
♦ha* op&’ation there would be an end. to what is called by 
Labour the “wages system.” Xh© worker would no loxiger 
be paid wages for su<^ tiftje only as he is employed, but 
would receive pay for time he works and also pay during the 
time he is unable to’work because of <rade depression. There 
must be in all industries, both on th^^ide of labour and ofi^e 
employer, a reserve of productive capacity to m^t the^p^^k 
denymds, and ^*11 employers wilh few exceptions recogxiize 4 ;hat 
it is their duty to apply some^f the profits of good times for 
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the mamtenanpe of this reserved of laboiir in *thda‘ industry 
when rmemployed at times other than peak times« and of the 
general body of labour when unemployed or udder~empio3red at 
of trade depression. Rut the provision against unemploy¬ 
ment must be a joint fund^to which both the employer and the 
worker contribute d\iring good times. ^ ' 

Need of a Job-Finding Organization 
As ancillary to any scheme for provision against unemploy- 
mez^, there must be some effective organization in existence 
whose duty it is to endeavour to ascertain where there are any 
vacancies for workm^i in which men who axe oinemployed can 
be started. Obviously this is necessary both in the interests of 
the industry and of the actuarial solvency of the frmd provided 
against unemployment. Unfortunately a substantial number 
of persons will always exist who prefer not to do work but yet 
be pasd-'for it. 

Insurance by State or Industry 
The next question is by whom sh^Jl the provision for unem¬ 
ployment be made ? Shall it be by the State or by industry, 
that is to say, all industries acting collectively, or by each 
industry for itself, or shall it be by individual firms ? We shall 
consider these cases separately. • 

It is characteristic of the times that when persons have 
•omitted to do what they s'liould have done and tlien find them¬ 
selves in difficulties by reason of their«omission, they call upon 
the estate to remedy their deficiency. Eliminating the question 
whether the State out of its own financial resources should make' 
any addition to the fund contributed by employers qnd enir 
ployed for provision against unemployment, GdVemment 
administration of the fund is necessarily less efficient and more • 
expgnsiv^ than* administration by industries oi^. by firms. 
Some s'ifjking figures have been published in TAa of 

January 25, 1922. It was stated at the National J^ederation 
of Employees Approved Societies by a gentleman represemting 
the Rritish Xylonite Company that his firm’s scheipe of unem¬ 
ployment insurance-cost only £334 per £10,000 to administer 
as against the Government's £1,000 i>er £10,000. It must be 
remembered, however, that thei-‘’Government scheme has to 
cover multifarious trades—organized, semj-organized and those 
not organized at all. Hqt still, after making all due allowance 
fqj^hat fact, there appears to be no question that a G«4yemment 
scheme does necessarily, from the lability to maintain close 
supiervision, afford opportunities for waste and abuse itihicli 
would not arise xmder a system of closer control. 
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State Znsiirance * 

The details of*the Government scheme have been described. 
The I-aboiar Hxchanges have, in the face of great difficulties 
•performed the administration with efficiency, but no^one 
witif exp^ience of industrial conditions during the last two 
years .could fail to realize that^ the administration of unem> 
ployment insurance is hot proper work to be imdertaken by any 
Government Department. The proper function for the State 
is to see that all possible provision is made against unemploy¬ 
ment but not to imdertake the work itself. In X920 a Committee 
of Inquiry was appointed by the Minister of Labour to inquire 
into and report upon the I-abour Exchanges. The majority of 
that Committee reported that “ the administration of unem¬ 
ployment insurance by industries on behalf of their own 
members was the most desirable system in the end, particularly 
from the point of view of obtaining technical knowledg^rtn the 
placing of workmen, the creation of a corporate pride in each 
industry, and a sense of responsibility for unemployment in the 
industry." The Geddes Committee has recommended that this 
question should be further explored, and the Minister of Labour 
is taking steps to do so. 

Insurance by Industry or Industries 
That industry should provide for its unemployment i% 
obviously reasonable. WThe taxpayer has no control over 
industrial conditions, or over the wages which are paid, or 
■~^l*e conditions of employment in operation, and in respect of 
§uch iq^tters industry is under no responsibility to the tax¬ 
payer. Should this provision be made by each industry in 
• particular or by industry as a whole ? It would be impossible 
to form a .scheme under which each industry would prov ide 
agai^fit its own unemployment. Xliere are many^ft^^uSfries, 
ranging fi;pm those most highly organized with emjdoyers and 
Tirade Uruonji*acting. and accustomed to act. poliectively and 
with some experience of the ratio of their unemployment, down 
to industries which have no organization whatever nor any 
collective machiner3r available for the operation of an insurance 
ftmd nor any knowledge of tlf^r own unemployment. It is only 
a highly organized in4^^stry that could undertake to provide for 
its own xmemployeA, and. not all hi^ily organized industries, 
but mer^b^ a selected few—those which are clearly separa ted o ff 
from other industries. To all but the*initiated h is smpffo- 
ing 4how industries are interloeked. If we take, tor exansple, 
the engineering industry, and industries like iron and steel. 
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nuts and bolts> bicycle parts and innumerable othem, there 
is g:reat interchange of labour, especiallj^ unskilled. A 
large West-~end store will be engaged in fifty to siscty 
different industries. How would its interests in each indus¬ 
try oe separated ? There, is no doubt that it is to, the 
financial advantage of a highly organized clearly demarcated 
industry to provide for its own unemployment insurance as 
::x3mpared with participation in a State Scheme. 

Sir Alfred Watson, the Government Actuary, before the 
Comfhittee of Inquiry on the Labour Exchanges, pointed out 
the great financial benefit it would be to the principal 
industries to provide their unemployment insurance, and 

referred to the large margin there woxild be available for the 
actual costs of the benefits. In a most interesting pamphlet 
published on Unemployment Insurance," Mr. Henry X^ser, 
the Hr^ ident of the National Federation of Employees 
Approved Societies, states that in one industrial undertaking 
employers and employed pay in respect of the National Un¬ 
employment Insurance Scheme oveT^£22,ooo per year, but that 
in normal times the persons enpployed in that particular firm 
do not receive in the aggregate in. unemployment pay more 
than £800 a year, a case, he says, which may be taken as tjrpical 
of the whole of the industry in question. 

One outstanding advantage which would result faom each in¬ 
dustry effecting its own unemployment insurance would be the 
feeling it must undoubtedly engend^ in the minds of both 
employers and Trade Unions of their responsibility for the 
combined working of the industry, and -^e effect it i$ bound IcT" 
have in producing a better spirit between the two parties and. 
amongst the men, who will no longer feel that they are taken 
on and discharged merely as it suits the interests of the firm. 
A thQi^Ugh investigation should be made as to what industries 
could undertake their own unemployment insurancejpr-and 
whether it is better that they should do so, <yr come* into a 
general scheme-of insurance by all industries. ‘Uhe ordisaary 
objection of employers and Trade Unions t’epresentieg "good" 
industries, i.e. those with a low rate of unemployment, is that 
they are pajring for the " bad " industries with a high rate, but 
is not that rather the essence of insurance ? It may w^l be that 
only insurance by all industries acting ««llectively is possible. 
If such turns out to be <he case, that plan should be adopted 
carrying into practical operation on the apfKroach of 
more normal times. Industries which rely mainly on casual 
labour are a more difficult pl*oposition. r>ecasualizaticlil& is 
essential, and that must be by some means of restrict- 
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ing tlie ^ee mIQLux of labour into tbe industry^ ^ has been done 
in the X>ock labour Scheme in I^verpool. The efficiency of the 
Xdverpool metfiod is undoubtedly due to the co-operation 
between the dock labour employers and the Unions; ip h^ 
' b^n most striking^ly successful. Tt affords a basis for pro- 
ce<iru*e in*very many industries, ^here must, however, I am 
afraid, remain a residuum of Unemployment insurance to be 
handled by the State, in the absence of any other authority, 
on the lines presumably of the present hlational Unemployment 
Insurance Scheme, but it would be reduced to small proportions 
if all the great industries of the country were providing for 
their own unemplo3rment. 

Reform of Present Out-Door* Relief System 
In connection with unemployment, the present system of 
Poor Law relief wants overliauling. The provision of re liel by 
the Guardians (in addition to, or substitution for, unelfli5fl>3anent 
insurance benefit) on varying standards in different places 
throughout the country extremely wasteful and disturbing 
to social harmony. If this i^ taken out of the hands of the 
Guardians, as has already been recommended by both the 
majority and minority rep»orts of the Poor-Law Commission, 

and committed into the hands of some local authority-because 

local responsibility is essential for the spending of money raised 

by local rates-it would mark progress of no uncertain kind* 

Absolute standardizdtimi is impossible, because of the varying 
social circumstances and indeed social outlook in diflerent 
'■’phxts of t^e country, but, after allowing for this, much greater 
«approximation to uniformity could be secured. 

Unemployment Insurance by Firms . 

Without any douBt the best approach to insurance byindus- 
trieiw>f by industry as a whole is to start with il^hraiice by 
^rms. • Ah admirable beginning has been made in this direction 
by the hlatibnal Federation of Employees Approved Societies—— 
paxticulatsi of this seheme can be obtained from the Secj'etary 
to the Federation, c/o British Thomson-Houston Co., Ltd., 
Rugby—it is also described with great clearness by Mr, Lesser 
in the pamphlet referred to on p. 260. The experience of the 
Federation is most in^ructive. In many works, before the days 
of Rational Health Insurance, thereJWere sick clubs which pro¬ 
vided few members unemployed thremgh illness, benefi ts 
a fund to which emplojTers and employed alike «contimuted. 
Bolfti employers and employed viewed, with considerable 
regret, the proposed absorpition of these clubs into the new 
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Approved Societies established imder the Ketilth Insurance 
Aot, and to obviate that fate seconstituted their dubs with the 
approval of the Insurance Commissioners* into " Works 
^^ieties," and obtained official sanction for these Societies 4 o 
admmister the State sch^pie. Later these Works Societies ’ 
decided to undertake the administration of unemplo3'Tnent 
benefit at their respective -^orks und^ Section 17 of the 
Unemployment Insurance Aet, 1920. There were three con¬ 
ditions precedent: first, that the Society must provide for 
payrftent out of its own voluntary funds of an additional unem¬ 
ployment benefit equal to one-third of that payable under the 
Act—that is to say, if the §tate benefit was 15s. the Society 
must add to that at least*another 5s. out of its private fund and 
so pay a total benefit of 20s. The second stipulation was that 
the Society must have a system for ascertaining the rates of 
wages^jT^ the general conditions of emplo3nnent prevailing 
in all oeShpations in which its members were engaged ; these 
particulars were always well-known, and there was not much 
difficulty about that. The third Requirement was that the 
Society should have an eftectivq system of ascertaining vacan¬ 
cies for employment—tliis meant pome organization distinct 
from the Labour Exchanges. Such an organization was finally 
obtained throirgh the co-operation of the local CSrambers of 
Commerce, who receive from their associated firms particulars 
of vacancies which the Chambers send on to the different 
"Works Societies. The scheme works et».ceedingly well. It was 
first Adopted by the South Metropolitan Gas Co., and later by 
the ,Gas Light and Coke Co., Messrs. IDebenhams, the BritiSlr' 
Thomson-Houston Co., Ltd., Taylor Bros. & Co., J. T. & J.* 
Taylor, Ltd., and a number of other firms. The Society acts as 
the State’s agent with regard to paying out the State benefits, 
and ^j^^ddition pays at the same time a supplementoxy benefit 
of one-tniffi of the State benefit, for which an extra contrilvition 
is generally levied on the workers at the rate of zd. .pef week, 
and most of the employers contribute to the seipplementary 
bene:^t fimd. One cannot fail to be struck in riding Mr, 
X^esser's pamphlet by the extraordinary success of the ITeder- 
ation’s scheme in producing co-operation and good feeling 
between masters and men. With'the experience which firms 
get through putting into operation a method of unemployment 
insurance of this kind, the way is opened for the institution of 
... ja scheme of grouped firms, and ultimately far insixc- 

ance by industry or incnistries. 
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THK RIGHT RELATIONSHIP BETWEEN 
EMPLOYERS AND EMPLOYED 
I. CONTENTMENT IN INDUSTRY 

(b) TTnTTTH.Ti statoB of tbe Worker in IndtistiSr—^Xhe lowness of Ordinaxy- 

Concillation Machinery-Xlie Whitley Councils Scheme-Joint 

National and District Industrial Councils—^\Vorlcs’ Committees- 

Xhe Slow F^ogrress of "Works’ Committee—The Success of "Works* 

Committees on the Clyde-Executive Management a Matt er_^or 

Employers. 

{h) Human ^tatus of the "Worker 

T he next most pressing reform in our present industrial 
system is to secure for \lie individual worker a definite 
status in industry. Xo describe what is intended is easier than 
to define it» At present the individual worker pomplains tliat 
the govemijicnt of industry is conducted by the employer 
entirely as the latter thinks fit. He calls it the “ domination 
of capital " ; he describes himself as treated with scant or no 
consideration, and undoubtedly he draws all his indvtetrial 
■inspirations from an atmosphere in which there is little apparent 
development of his human personality. "The worker is rtght 
*and he ■wrong. He forgets that the conduct of industry 
to-day is not a matter in the uncontrolled hands ©f any 
employer,^ He loses sight of the fact that in all well-o rgan i2^d 
indu^ries the conditions of employment which p^jvftl^have 
been ihe matter of extensive adjustment between the 
employers^aarganizations and the Trade Unipns, negotiated, 
of co^urse^ centrally* beyond tlie horizon of the individual 
worker. . 

The Slownciss of Ordinary Conciliation Machinery 
The real feeling that the worker is trying to express is his 
sense of personal inS^^ifiS^ance in a great factory, accentuated, 
when gx^vances arise, by the diffionlty, in large wc^je s, of ^ 
securing prompt discussioti of them bet'ween the workers arioThe 
ma^ppagement. All that can be*done is for the worker to report 
the matt^ to the shop steward of his particular craft in the 
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department, wi^o -will no doubt report it to tJ&e secretary of 
liis Trade XJnion district committee. The ls)|tter will put it 
forward for consideration by the committee and talce their 
instructions upon it, and the committee will, in course of tixae, 
send <down him or the dis^^ct del^ate to the works to se^ the 
employer. A discussion will ta^e place, the results of«which the 
district delegate will report back to the district committee. H 
the matter is amicably settled there is an end of it; if, on the 
other hand, it still remains in dispute, the district committee 
may*decide to refer it to the executive council of their Union. 
The executive council will then remit it to the central 
organisation of the employer^, to be considered by them at their 
next meeting. The matter may be thfen adjusted, or it 
may be left over for di^cvission at one of the periodic^ joint 
central conferences. "While this ponderous machinery is func- 
tiQS*ir\ethe individual worker is left face to face with the 
remembrance of his grievance, and it is not surprising that he 
gradually acquires a sense of inferiority and a feeling of being 
neglected, thro\agh his ignorance thSFt the mills of conciliation 
grind slowly, object first 9nd foremost must be to adapt 

existing, or provide new, machinery in all indristries to enable 
grievances to be speedily discussed in tlie works in which they 
arise. It maybe found when they are investigat<^ that they 
involve some issue common to all the works in the district en¬ 
gaged in the same industry!’ Obviously, then, that is a matter to 
be discussed between the district em| 5 joyers and the district 
comrKittees of the Trade Unions, or through the district concilia¬ 
tion machinery, whatever it may be. In course of the distriifC^ 
discussions it may be ascertained that the matters of •contro-*. 
versy have raised some national question, then, obviously, for 
the saSce of industrial uniformity, these questions shotxld be 
consi^tfijpd nationally between the organizations representing 
all the "employers in the country engaged in the partiaular 
industry and the Trade Unions representing the liien war tlirough 
the appropriate national conciliation machineryr^ ^ 

These are the general lines along which, as Part»II shows, 
industrial conciliation machinery has developed. In the highly 
organized industries, theret^is maclimery, district and national, 
but not as a rude works’ committees. The drawback in all 
industries is the delay. 

^ The Whitley Councils Scheme ^ 

■ wan*, of such •machinery became apparent in many 

imperfectly organized industri^ in the early pari: of Vithe 
war, and in October xqxfi, “the Whitley Committee** was 
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appointed hy the I^rime Minister with the foUowin£r terms of 
reference: ^ , 

(i) Xo make and consider suggestions for securing a per¬ 
manent improvement in the relations between employers and 
woijcmen. ^ ^ * 

(a) Xo cecommend means for seciiring that industrial con¬ 
ditions affecting the r^ations hAween employers and workmen 
should be systematically reviewed by those concerned, with a 
view to improving conditions in the future. 

Of this Committee the present Speaker of the House of 
Commons, the Right Hon. J. H. Whitley, was Chairman. It 
comprised representatives of the employers and also of the 
Trade Unions eivgaged in some of th*e great industries. The 
Committee presented five reports reccftnmending what is now 
known as the Whitley Councils Scheme. 

Joint National and District Indiistrial Counoils 
In its first Report (JParliatncftiafy Paper, 1917, Cd. 8606) the 
Committee recommended% the establishment for each of the 
prmcipal industries of a triply form of organization, represent¬ 
ative of employers and eipployed, consisting of National Joint 
Councils, Joint District Councils and Works' Committees, each 
of the three forms of organization being linked up with the 
others, so to constitute an organization covering the whole of 
the trade, capable of considering £md advising upon mattex;^ 
affecting the welfare o^ the industry and giving to I-abour a 
definite and enlarged share in the discussion and settlement of 
"Tfidustria^ matters with which employers and employed are 
• jointly*concerned, each Council and Committee exercising such 
powers ftnd duties as are determined by negotiation between the 
employers and the Trade Unions in the industry in question. 

As parri^ of its "Second Report {Parliameretary Paper, xqxS, 
Cd. <^02) the 'Committee proposed for trades in T^jlicn organ- 
izatiofk i&e^e 9 .k-^r non-existent the adoption of the system 
of TVade Hoards, and for trades in which orga^uzation was 
considerable, but not yet compr^ensive, a system of^ Joint 
Councils, wrth ’Government assistance, to be dispensed with in 
€iach case as soon*as these indust^es advanced to the stage 
wh^ the full organization •could successfully be created for 
them. The Commij;^ee also proposed a scheme in its second 
Report under whienthe National Jqlnt Council of an industry, 
once it laad agreed upon a minimum*standard of work^g c on- 
ditions for those employed in the indiSistry, coul^ secure 
enforcement of those condilSons eith^ throughout a given 
dis'trict or over the whole eount^. 
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Works* Committees 

Prominently in its third •Re;^rt (JParHapyeniary Paper, 
X9x 6, Cd. 9085) the Whitley Committee emphasized once more 
the need for the constitution in each factory or workshop, whero 
the cncumstances of the industry pegrmitted, of a Works* 
Committee, representative of tlje management and the men and 
women employed, to meet regularly to consider questions 
peculiar to the in^vidual factory or workshop which affected 
the life and comfort of the workers. 

In*the Committee’s fourth Report {Parliamentary Paper, 
X918. Cd- 9099) it recommended the establishment of a 
standing Arbitration Xril^una^ to deal with cases where the two 
sides of a Joint Industrial Council had failed to come to an 
agreement and wished to refer the dispute for settlement by 
arbitration. 

Tte^^gtr-sighted proposals of the Whitley Committee represent 
the maclunery that is necessary if the government of industry 
is to be a matter of mutual arrangement between the employers 
and the employed. Great progress already been made in 

establishing 'Whitley Councils ; ,in some industries they have 
operated remarkably well, and have succeeded in conferring 
a very considerable measure of joint self-government on 
employers and «employed. But in other industries tvhere they 
have 'been started they have not worked so satisfactorily. Cto 
I^per no doubt the numbef of National Joint Industrial Coun¬ 
cils which have been established appeal's large, and the number 
of Joint District Councils substantial, but their effect in avoiding 
disputes in some industries is negligible. The reason, in my' 
opinion, is that too much attention has been paid to setting up 
National Councils and too little to forming 'Works' Committees. 
Progress would have been much more marked if employers 
generally had been prepared to press forward moae enthus¬ 
iastically '^th the constitution of "Works' Conffnittees—^hey 
are the crux of the position. It is they which" de*^ directly 
with the individual worker who is necessarily out of person^ 
touch with the Joint National or District xlk>unpils. • 

The Slow Progress of 'VSTorks ’ Co^Tunittees 
There are several explanations.df employers' want of S3nn- 
pathy with 'Works' Committees. In a numj^^ of establishments 
where they were formed the workers uSed them to deal, 
^^not wjth matters in which the employer and the «snployed 
“"^were'jointly interested, but with mattbrs of executive responsi¬ 
bility solely appertaining to the employer. This was done 
sometimes out of keenness, sometimes out of ignorance ; in some 
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localities it a dg^nite attempt on tlxe paxt pf revolutionary 

elements to use these '^orlcshop committees as a means of 
acquiring the control of the indxistry. Again, enforcements'■of 
<3iscipline were treated, as illustrations of the '' domination pf 
capital " and tabled by the workei^ as matters for joint Agree¬ 
ment. In some works, it has been surprising to me how far 
employers have beeij able to in discussing matters of dis¬ 
cipline, even to the extent of making dismissals for infraction 
of works' rules a matter for consideration by the workshop 
committee. That, I am afraid, is a course which canrtbt be 
recommended. I have had some experience of the endless 
agitation which simmered in on^ where that particvilar 

plan was followed: 

The Success of "Works' Committees on the Clyde 
In the stormy days on the Clyde in the spring of ioi6^JJj^d, 
as Chairman of the Government Commission for Dilution of 
Labour, remarkable proofs of the extent to which workshop 
committees, when loyally*supported by employers, operate to 
create industrial contentment-. Up to that time the skilled 
men in the engineering, shops on the Clyde hadjt firmly 
refused to comply with the “ Treasury ” Agreements of Alarch 
1915, accepted on ballot by tlieir own Trade Unien, and declined 
absolutely «to permit any woman to be introduced for the 
purpose of doing work previously d<»ne by a man or even a boy. 
The Executive CouhcM of the A.S.E. confessed their entire 
inability to j>ersuade their Clyde members to comply wi€h the 
’^greemeqt, and left the matter to the Clyde District Com- 
, mittee* "We, as a Commission, found the Clyde District Com¬ 
mittee A'illing to assist, but powerless. It then occurred to us 
that the best way to achieve our purpose of introducingavomen 
was to establish **in each workshop a wortesho p c ynmittee 
counting of an equal number of workers and rfCt^a-gement. 

explained* the scheme of dilution to the committee, leaving 
it to be discussed between the men on the one side and the 
manageix^nt on the other, all information being giv^ and 
objeetions, so lar as possible, being met. by us in the coxirse 
of •the discussion. * The workers' side of the committee would 
then report to a mass meeting of the workers and come 
back in a day's tigpe to a further meeting of the committee, 
when adjustments, if necessary, ■wtf)uld be made by us in 
the scheme. The result was truly amazing ; the moci 
previously had "been adamant agaifist dilution soon real- 
iz^^ there was no desire on cAir part to force some cast-<iron 
proposal down their throats, and that there was a definite 
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opportxmity re^rved to tliem as of rigtit for discAissiog' matters^ 
for eliciting information on don^tful aspects, for oointing out and 
seciiring a remedy for objectionat>le features ana for introducing 
s^^eguards for tlie protection of their craft. Hostility softex^ed 
into^uspicion, sxispicion qjieUo'wed into confidence, and confi¬ 
dence in time begat co-operation. Almost insensibl^s the scope 
of these committees widened bjf general consent, and other work¬ 
shop grievances, apart altogether from dilution, were submitted 
for discussion and disposed of in the same amicable way. The 
engifceering employers on the Clyde wholeheartedly supported 
the scheme, and a number of them voluntarily took the initiative 
in enlarging the sphere of mjatters to be discussed. It should 
not be forgotten that thi^ was in one of the*most revolutionary 
districts of the country, where for their own purposes extremists 
had been long fomenting workshop grievances. When those 
gi^fiyanccs were remedied in this way there was very little left 
for tne eaftremists to turn to their own ulterior ends, and the 
Clyde settled down. After the Commission was dissolved in Oc¬ 
tober 1916, by the Ministry of Munitions, which did not like to 
see an outside authority doing §uccessfully what it had previ¬ 
ously failed to do, the influence for good of these committees 
rapidly declined under the liard hand of bureaucratic control. 

At first I had entertained fears of Trade UnionHiostility to 
workshop committees, because local delegates are ^pt to think 
that the discussion of workshop grievances is a matter entirely 
for them, which, if appropriated by a wvrk&hop committee, may 
impair the necessity for their official existence. This difficulty, 
however,*- we surmounted in a very simple way. ,Xhe corfS* 
mittee consisted as a rule of seven or eight members elected by 
the workers in the shop, and an equal number of the repre¬ 
sentatives of the management. Notice of any meeting of the 
committee and ef the agenda before the* commil^ee would 
be sent xd^he district delegate of the Union concerned,^ who 
would be invited ex-officio, if he cared, to attend jand tak^ 
part in the proceeding^. As a rule the delegate invariably 
did atjtend. and his presence was most helpful. * 

In the course of six months' work the Clyde Commission 
established nearly 200 workshop committ^s which met each 
week, and had the satisfaction of seeing them dispose of work¬ 
shop grievances and other works disput^ in a harmonious, 
business-like and effective manner* It f»x>duced the best 
^possible feeling among tke men ; they felt—as man3ibof them 
xol 3 me per^naily—thc^y were no loiter under the heel of the 
foreman, but had an opportunity of putting their compla^ts 
fully befoxe the managem^t, being called, of course, as 
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witnesses by the workers' side of tbe coxnxmttee. Tbey fcslt, 
tb^ said, tbat their labour w]^ beingr no longrei* treated as 
merely raw material in industry, and that they h^ at last 
a'M:ained a human status. This, however, we did insist upon, 
tha^ a worker had to I'o through ^e constitutional shof^ pro¬ 
cedure for disposing of his grievance before it could be 
brought up at a meeting of thft committee ; in other words, if 
shop procedure provided for the-question being dealt with by 
the foreman with an appeal from him to the manager, that it 
should be exhausted before the com m ittee could taktf the 
matter up. In the same way the worker had to exhaust his 
Trade Union procedure, reporting the matter, it may be, to his 
shop steward, who would follow the pfogress of the^controveisy 
in the accustomed manner. • 

Hxecutive Management a Matter for Employers 
The ca\ise of what I hope is only a temporary ;^oppage in 
the progress of Joint Councils and Works’ Committees is 
due to the fact that extreme sections of Labour have taken the 
view that these Councils and Committees seriously interfere with 
their projects of bringing industry to an end, so as to enable 
the workers to acquire control of it, and have, therefore, insti¬ 
gated the Workers in certain districts to advancesdemands going 
to the ver3fc root of the employer's right and responsibility 
to manage his business, which d® not admit of discussiotv 
The employers rightly Isave objected to this. £ut for the way 
in which moderate workmen have unwittingly lent themselves 
Tb these tactics, there is no doubt that the scheme fOr "Works' 

• Committees would have made greater headway. To g^ve an 
actual Illustration : One of our mammoth liners, in shipyard 
after being repaired, required a few hovu*s' overtime on the part 
of six fitters to eflable her to go to her home port to load for 
depasture. The fitters refused to work overtirrtg' until the 
matteh was discussed between their shop steward and the 
maiiagemerrt"Ti'''a discussion took place, the former would not 
agree, and insisted ®n convening his workshop committee in a 
couple of <ia.ys.* The ship was all this time being detained, and. 
eventually bad to *sail, as she cotdd wait no longer, but as a 
result of the delay, she missed the tide at her home port. While 
a limitation on the.ttotal amount of overtime to be worked per 
working week is a ^natter for legitjtnate agreement between 
manageotent* and men, when and how the overtime i^ 
worked is obviously a Question for ^he management. Une 
"V^itley machinery is admirable, but however excellent ib may 
be, it can do nothing unless ther^ is the right spirit on both 
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CHAPTER XXVI 

THE RIGHT RHEATIONSHIP BETWEEN 
EMPLOYERS AND EMPLOYED 
X. CONTENTMENT IN INDUSTRY 

(c) Remuneratioii of. tlie Worker—X^niforoi National Wages—Wage- 
Relationships among the Workers—^^yages and the Community 
—Are Higher Wages Practicable ?—The Settlement of Wages 
—Systems of Remuneration—^What is a Pair Wage ?—Other 
Essentials to Industrial Contentment. 


(c) Remimeration of the 'Worker 

C ONTENTMENT in industry depends next on a sound and 
equitable policy for remuneration of the workers. That 
implies the summary rejection of all attempts to fix wages on 
abstract formulae which ^ay no regard to the circumstances 
of an industry, or conditions aftecting the mg.rketing of the 
product. ^ we adopt socialistic nomenclature and call the 
remuneration of the workers “ pajt," and assume elimination 
of the private empleyeg-* and each industry conducted under 
“ democratic control," even then the gradation of pay between 
^yifferent classes of workers, the rate of pay of each class, the 
relatiop'tfetween the general standard oLpay in one as ftom- 
* parSd viith q^her industries would depend entirely on the same 
circumstances as now, and, if the concrete results of pas-^ indus¬ 
trial exp^ience are to be disregarded, would*be in each case a 
matter for experimentation, and for practical adjustrflent and 
^ot ler pseudo-mathematical solutions. * 


* IJ[piform National 'Wages 

One o 3 ^ the demands of workers in m^ny industries which, 
be£ore the war, paid in different dis^icts rates of wages varying 
according to local econoihjc circumstances, is for uniform 
national wage rate^. This is a result of the war- There was, 
during the war, n^ time ^o consid^ the wage-circumstances 
of individual works—^the pressing naed was munitions ^t 
price—hence Governmeift Departments responsible for pro- 
di^tion were compelled to treaft wages in industries under .their 
control, especially those in which there had been no pre-war 
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defined distrk:t practkre, on a more or Uss tmiform national 
t>asis. 'llms» substantially tbe same standard, as distinct frons 
minimum, rate of wages for same grade ef workeis came 
in time to operate generally througbout the country, in all 
-^orlcft* in a particular munitions indxistry. In some of the m6re ■ 
highly organized mdustri&s the addition of the ^ame ‘War 
advance preserved district differentials of the same pore-war 
nominal amoimt, but the pre-war ration of the district wages 
to one another were greatly reduced. So workmen in a 
particular district, where, for economic reasons, wages had 
been lower than in other districts, found themselves on much 
the same wage-level as workmen in the highest pre-war rated 
district. A diiference of 5s. “between 35s. and 30s. p>er week is 
very different from 5s. between 80s. and 75s. Naturally, the 
worker will not willingly surrender that position; hence the 
cl aim to-day in many industries for standard national rates. 

-an *impracticable demand under ordinary commercial 
conditions, save in exceptional cases where you have one 
employer running all works in an ir^dustry, as the Government 
did munitions during the war, or different employers each 
pK>ssessing balanced undertakings which comprise establish¬ 
ments both above and below average efficiency. Xhe demand 
for standardisation is illustrated in the railwaysnen's wage 
settlement ; numerous classes of men (excluding ^drivers and 
Bremen) previously in railjvay service have been reduced to a 
small number of grades, and the individual in those grades 
recei'^es, generally sp>eaking, one of three descending national 
rates of pay according as his work is in the London area, one of 
the' provincial towns, or in a rural part of th6 cptmtry. 
Sailors' and stokers’ wages are also standardized, the same'^ 
rates of P>a-y for the same class of man being paid in vessels in 
the same trade c.''.tegory. It is obvious, however, tJ^t neither 
railway^ nor shipping nor docks are analogous to indi^tries 
consisting of an enormous number of widely different concerns. 
On the other hand, it is quite practicable 'tt>sjar.ve tmi/orm 
national conditions of employment, o^^ertime, night-work. 
Sunday-work, etc., and in many industries there is sudh ns^onal 
uniformity. 

Wage-Relationships ahtong the Workers 
The war destroyed the delicate pre-wav wage-relationship 
betw^n the different cjlasses of skilled. semi-ski2I^> and 
'unskilled lalK>ur—in some cases the new relationship is a com¬ 
plete inversion of the old. This was p>artly the restilt ct? 
Government Departments concerned in production" - Vihe 
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Admir alty, "W'sa Office, Ministry of Munitions—-axivancing wages 
of men under their control indep^pndently and ■without refetrence 
to one anotlier,*m some cases actxially enticing men to their 
ejjiployment ; partly of strong section^ Trade Union pressure, 
• partly of the celebrated per cent, bonus to^tini^ 

workers, and 7% per cfent. bonus to piece-workers. Since the 
war, tiro want of balance has been aggravated by the action 
of employers and 'frade Unions in industries suppl3dng a 
national necessity, e.g. building, whereby wages were so 
raised that unskilled men were j^id more than skilled* men 
m a trade like engineering. There is no more active cause of 
industrial discontent. As an illustration of how it operates, 
at the Dockers’ Inquiry, the Transport Workers^ Pederation 
protested against any comparison between dockers' wages 
and those of other workers—they termed it a “ capitalistic 
device ” to deprive dockers of their rightful advance^^^^J^e 
Transport "Workers were members of the Triple Alliance ; 
the railwaymen were also members. A few week.s later the 
railwaymen were claiming before their Central Wages Hoard 
an increase in wage because the dockers had obtained a 
minimum wage of iGs. per day. It is therefore vital to get 
bax::k to, and as far as possible preserve, the pre-war wage 
relationships. 

» Wages and the Community 

Public opinion is beginning to irlfeist, as it ought to do, on 
recogfnition of the interests of the consuming community, yvhich 
in the past have been wholly ignored. If an increase in wages 
iff an industry is, and can be, secured by an increase in pxice, 
•as the output is a necessity, the workers in that industry 

benefit St the expense of the workers in other industries, and of 
the consumers generally. In other words, the public pays, as 
in the casa of housing. If an all-round increase in wages in all 
industries is financed by a general increase in pri&s, then all 
^rices*are h^Rer —and the commodity purchasing power of the 
increased wSges is no greater than that of the wages before 
increase, and again the public suffers from the general rise in 
pirices. Already a j;>eginning has been made in recognizing the 
interests off the commimity in piaaing public representatives 
upcm the Railway National* Wages Hoard. 

Are "Wages Practicable ? 

It is easential to realize the practical difficulties in tl^e w^y, 
of the workers getting tfte higher wagbs which all would like 
to see them receive. There ^as a Census of Production in 
X907 which included all the mapuf&cturing industries and 
i,.p. 
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mining, and covemd half the wage-eamers in the United King¬ 
dom. It ascertained the “ ne^J; output ’* for each industry for 
the yesax by estimating the selling value of thb gross product, 
^d subtracting therefrom escpenditure on raw materi^^, 
induing the prodpct of <^ther industries which were further 
worked up, and fuel and some other item§. The net output fhus 
obtained is obviously for eadi industry the only fund from 
which first, wages, salaries, interest on ^pital, rent, royalties 
and profits are, or can be, paid, and secondly, taxes, rates, 
depreciation, advertisement and sales expenses. Professor 
Bowley, in his The Division oj the Product o_f I'ltdustry, Oxford : 
Clarendon Press, 19x9, takes the total net output of £^7x2,000,000 
for the indtlstries covered by “the Census of 1907, and works out 
how much of it should be allocated against the first set of items. 
I set out below in tabular form his results (pp. 37 and 52) : 


Wages ........ 344,000,000 

Salaries under ;^i6o ..... 24,000,000 

Salaries over £z&o . , . , . . 36,000,000 

Interest on Capital at 4 per cent, and rent . 48,000,000 

Royalties ....... 7,000,000 

PROFIXS . . . . ... . *33,000,000 


• £592,ooojoo«> too 

. Professor Bowley (p. 52) pertinently observes : ‘' How far this 
23 per cent., or £133,000,000 together with & relatively small sum 
(probably well under £10,000,000) for the salaries of managers 
of companies, is an excessive or unnecessary remuneration fer 
the organization of industry employing 6,000,000 wage-^jamers, 
and £x, 2 oo,ooo,ooo capital, and producing £34o,ooo,oOto wages 
is a question that may properly be debated : it is this sum that 
formed, tfie only possible source oJ increased earnings in^his group 
u>ith iruLusPries conducted as before the zoar and production at 
its then level " (the italics .are mine). Supposing the absurd ; 
that in 1907 the whole of this £x33,ooo,ooo““Efc»d>'*been ta,ken 
from employers, and handed over to the wage-earners., the total 
average earnings of men fully employed in the industries in 
question, as Professor Bowley shows (p.3SJ^. would have been 
only 4X5. €>d. per week. Supposing half of the £133,000.000 had 
been handed over, the toted average eamings of men fully 
employed (including travlesmen) would have been 355. std- 
per wi»ek. But even to- have handed over half, wotild, b> 
reason of the great wlisparity be'CWeen the profit-earning 
power per man employed or different firms in the same 
industry, have resulted'* in closmg down many of the 
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profitable corifcems. These figures show conclusively that in 
industry, as a wji.ole, though there may be exceptions in certain 
particular industries, the ability to pay higher permanent wages 
depends upon greater and more efficient production. 

* • The* Settlement of Wag^ 

\Vages and conditions of Employment must always be 
matters of collective bargaining between employers and 
employed and not for superimposition by Government japon 
either or both of them. In my view, national settlement of 
wages and conditions in an industry is essential to wage 
stability. A national settlement.doeg not, howevjr* involve a 
uniform national "wage. Complete discussion and national 
settlement entail for each industry the organization of all the 
employers into one effective federation, and of all the workers, 
not necessarily into one Union, but into Unions^ whi»;h 
embraced in one executive federation. Only where respon¬ 
sible representative and disciplined federations of employers 
and workers exist in an inciustry can there be effective national 
negotiation of wages questions, or in industries in which Whitley 
Coxmcils exist, between the two sides of the Council. I look 
forward to the time when the organization in each industry for 
the settlerftent of all industrial conditions wiM be developed 
into an orgaaiization consisting of representatives of (i) employ¬ 
ers ; (2) administrative and*technical^nd supervisory personnel*; 
(3) Trade Unions, and ^ 4 ) consumers. Questions affectipgthe 
industry as a whole would be settled by all four sections ; 
?iTiestions»e.g. of wages, by the representatives of the eftiployers, 
*Tra^l^Unions and consumers. If a wage agreement is negotiated 
in any industry providing for excessive wages and therefore 
high costs of production and high prices, is it to be unchallenge¬ 
able who*i the industry is a public necessity ? There were 
many such agreements made during and imme®at^y after 
-the war. I ^e no way of reviewing such agreements when 
onc« made ^ all attempts by Government to do so under the 
Munitions of War Acts were unsuccessful. The only practic¬ 
able method of safeguarding the consuming public is to have, 
as ‘i suggest, efficient reprt^sentatives ot the public present at, 
and entitled to take an actr\»e part in.y the joint conferences of 
federated employer^: and Unions when Adages are being nego¬ 
tiated, as on the Railway National AA^ages Boards. 

• • 

System^ of Remunec^tion 

No one can dogmatize andT say what S37stem of industrial 
renjvmeration should be addpted,»wlfether time, piece-work— 
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collective or iadividual—prerniriTn-AxmiQS, Y^orv&s on onxpux, 
profit*sliarmg, or co-partnershAp. Thiat all depends upon lite 
conditions of the industry, its pectiliar psychology, ^proially 
ite p^t history *, it ijjust always be a matter for negotiation. 
But L am the strongest believer in a f^ir sjrstem of payn^nt 
by results, as being, under proper safeguards, the b^t for the 
worker, the employer and the consumes. A steel worker or 
boilermaker will swear by if ; a carpenter or joiner calls it 
“ the device of the devil." Hence my reference to industrial 
psychology. 

'What^ is a Fair tVage ? 

Wages are, and can only be, payment for work done and 
services rendered by the " wages staff." Xhere must alwa3rs 
be a maximum limit to wages and a minimum. Xhe employers’ 
mnniniim ,1~ a wage beyond which any advance, with other 
costs of production remaining constant, would prevent the 
marketing of the product at a commercial profit commensurate 
with the nature of the enterprise. Xhe theoretical minimum 
is a " living wage," i.e. bare cost of subsistence, but the Xrade 
Union minimum wage, which is the practical minimum in 
industry, is much higher than the subsistence wage. It is a 
wage which in 'the particular industry provides for subsistence 
for the worker and his or her dependants, including therein 
food, rent, fuel, light, clothihg, fares,Xrade Union subscriptions, 
etc., and reasonable enjo^nnent and rCcreation. Xrade Union 
minimum rates for different trades varied before the war from 
one .ano^er by " vocational differentials." A skiUed marTS 
rate exceeded that of an unskilled man by a recognized exA^ss ; • 
the excess is the trade differential in respect of the skill required 
of the? particular tradesman, the length of apprenticeship 
necessai;y to acqfiire it, the nature of the 'occupation and so 
forth. Xhc'higher rate of the skilled man is naturally reflated, 
as statistics show, in a higher standard of livixi^. . Xhe wholo" 
problem in arriving at a fair wage is to detemfme at ■^hat 
point,* if any, between the existing Xrade Union minicnum and 
the employers’ maximum, the wage ought tq be fixed, in justice 
to the workers, employers and th,e public. * • 

By way of preliminary- I wouId*emphasize that no fair wage 
can be fixed on any^asis of a priori reasoning. It involves 
constructing a theoretical household budget, adopting an 
«Ripirical standard of life, with no relation whatSoei^r to the 
normal circumstances ^f any section of the industrial com¬ 
munity, ignoring economic conditions, and asstxming t)^t 
indmtry can or ought fo pay a* sufficient wage to main tarn 
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tliat standard. That is the iatal method. cS the doctrinaire. 
The 'us'ual procedure is for the Trade TJnionS to demand an 
increased wage,*and swear hy allTthe gods that the employers can 
easily pay it. The employers then assert with equal emphasis 
tneir inahility to pay any increase. Sometimes a compromfee 
is ^each^d and sometimes not. "niere sHbuld he, and indee^p 
is, a better method of proced^ire. 

First, there oughf to be ascertained the wages which the 
industry is economically able to pay at the then prevailing 
market prices for its product ; we may conveniently call- them 
“ ability wages.” They cannot be determined by picking out 
and assuming as typical—a frequent stratagem of Labour— 
individual firms which axe malting •substantial ^profits. The 
industry must be taken on a national* it may be sometimes on 
a district basis, extreme cases at both ends of the scale ruled out, 
and a proper estimate struck on methods of accountancy, 
making due allowance for the trade outlook anck for •dCff'^he 
expenses and risks present and prospective, which, from the 
conditions of the industrv in question, fall upon the employers. 
I.ahour insists on the Trade Union rate of wages being paid by 
all firms, whether making large profits or none at ail. To 
consider therefore the Industry as a whole is equitable. 
Employer* making exceptional profits cannot be taken as norms 
for wages ^ so far as their gains are contrary to public policy, 
they can only be dealt with by a wise and wary Chancellor 
of l{ie Exchequer. V ^hat an ” ability to pay ” estimate 
can be prepared in respect of an industry by competent joint 
• accountants on a basis convincing to Labour has lasore than 
once Qdffie prominently within my own practical experience. 

point is to prove to the workers that they are 
getting a fair share of the product of industry under ^ts then 
existing^conditious. It is much more important to satisfy 
thex^ on that point than to pay them a high wiiige.* If they 
get ar higher wage than the indiostry can pay, and £re not satis¬ 
fied, they ofilt firmly believe that a still higher wage could and 
ought to be paid. .There is only one way to prove the equity 
of die wage—»to put all the cards on the table, and sKbw the 
Ti;9.de Unjpn reptt:sentatives at the conference what the exact 
conditions of the industry^are, and what are the maximum 
wages which the in^^ustry as a whole can.pay. 

Secondly, ani^^iuct statement is required of the wages paid 
in othes industries to workers comparable with the workers in 
the industry in questior^—these may be termed '* coiSpar^ole 
wages.” They. are obtainaWe from statistics ^compiled by 
tfte Ministry of IL,abour, but not published in collated *fbnn. 
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There are in "practice two objects to achiawe. First, to 
ensure tliat eadh grade of worker gets a fair wage which corre¬ 
sponds to the ability wage/' and secondly, <o try and keep 
the wages of workers in one industry in proper wage-re^ticm- 
sRip -vwth the wages of comparable workers in other industries. 
I£ the existing wageS are le^ than the “ ability wages*' and\he 
latter are either equal to, or l<|^s than, the comparable wages, 
there ought to be an advance of the existing wages up to the 
ability level, and, in my view, a further advance beyond ability 
level-towards, but not exceeding, the comparable wages-level, 
if the circumstances of the industry are such, as for example, in 
respect of foreign competition, that tlie market price of the 
product car* be increased by*the necessary, amount. It is so 
essential for the harmony of industry that the wages of com¬ 
parable workers should be generally on the same level. There 
is no difficulty in practice in saying who.are comparable workers. 
Indtl^trial ♦experience and tradition have firmly settled that. 
In the case, comparatively rare in practice, where the level of 
ability wages is higher tlian the l^vel of comparable wages, 
other considerations arise. Some employers contend that to 
pay in one industry that can afford.it a higher rate of wages 
than in comparable industries that dannot afford it is to upset 
the equilibrium of wages in those latter industries, cand incite 
the workers in* them to ask for the same wages rates, thus 
involving a charge upon the whole -or a section of the public 
forming the consumers of the product (;>f those industries,;ytflth 
the usual results. Other employers assert that comparable 
wages arc. the criterion of fair wages, and as employers have 
to stand the risk of paying Trade Union wages when pfb&ts are 
not adequate, so, therefore, employers, when profits ar« 63 ccep>- 
tional, .should be entitled to retain what remains after com¬ 
parable wages are*paid. I do not see why the employer should 
be entitled to appropriate in such a case the difference betjveen 
the ability Wages and the qomparable wages. In my view, if 
an industry is shown by a joint cost investigation be abl^ to 
pay wages whi^ are higher than comparable wages, the 
amourTt of the proceed of the industry beyond the siun n^es- 
sary to pay wages at comparable rates uhould ^e divided 
eqtially between employers and workers and consumers—^in 
the case of the latter, by' a reduction in p?-ice. The workers 
thus secure a share in th-^ prosper!^ of tRe industry. 

Some wage complexities &ue to the war urgently^need adjust¬ 
ment. "'Flat additions^, as war boiruses on piece-work or 
tonnage-rates are unsettling snomalies ; they should be 
incorj^rated in new piece- or tonnage-rate««. Their existent 



''^BKTWHEJSr^ieMFLOYERS AOSTD KMPLOYEB 279 

inders output. >Vax advances and war ^bonuses, which, 
hough originally different, are^now in practice indistinguish- 
ble^^ould, so*far as not withdrawn, be merged into the per¬ 
tinent rate or price—in one-half of industry they have already 
•e^n merged—-difference of treatment only causes imrebt. ^t 
annot be too strongly emphasiz^ that nigh rates of wages 
Lo not necessarily mean high «pirnings—they frequently mean 
VO earnings and. no wor'k.. Xncreasvng the productive effi.ciency 
labour does increase the ability of industry to pay. Such 
alone is the one sure road to higher earnings. 

Other Hssentiais to Industrial Contentment 
Xhere should be open to the Workers in this countr3 
an opportunity of rising, that is, of transfer from the wage: 
side to the salaried side of tlie staff as is afforded by Americai 
employers. Why ther^ should be such reluctance amqp^^c 
many English employers to promote men from th^wages sid< 
I have never appreciated. During the war I had a larg< 
number of workmen undsr me at the Admiralty, who, aftej 
the war, were appointed to responsible positions on th< 
administrative side of ind'^stry in the establishments of som< 
broad-minded employers, and have abundantly justified theii 
selection. • 



CHAPTER VII 

THE LABOUR PARTY'S ADOPTION- OK 
SOCIALISM 

5. APPROVAL OF DIRECT ACTION. 

The Meaning and Qualities of Direct Action—Direct Action on the 
Clyde, 191^—Conversion of the Labour Party to Use of Direct 
Action—Establishment of the Council of Aotion—Setting-up of 
Local SovieV^ 

P ERHAPS the greatest menace to ordered constitutional 
government is the Labour Party’s acceptance of the 
method of direct action for enforcement of its policy upon 
an ul^oniprming community. Many distinguished leaders of 
the Party have declared against ^he social dangers of wielding 
sucl^ a weapon, but in spite of such admonitions the Party 
has re9t>rted to it, and created an elaborate machinery 
its application ; whereupon.those distinguished leaders*tumed 
round and supported it as forcibly as they previoush/" condemned 
it. Once any section of the nation becomes addicted to the 
facile use of such a species of organized tyranny—^bec&use it is 
nothing else—however humanitarian be the alleged aim or 
purpose, the death-knell of law and ord^r has b^n sounded. 

The Meaning and Qualities of Direct Action 
In the revised edition of their History of Tra.dc X 3 nionism 
(Z92C^ anft Mrs. Sidney Webb point out (p. 664) that wl^e^ 
th^y published in 1897 their Industrial Democracy the term 
*' dirccC action was unknown. In point of fact, thi^name 
for the principle or practice of social coercion through econ<vnic 
pressure made its advent *into this country from Pffande an^ 
the United States of America in*i905. By Z912 it had p>assed 
into fuir currency among advamced sections of organized 
l^al^ur in Scotland and par£s of England, and in piractice 
eJxnost in<^ftriably dVnplihs either a sectional strike by a piar- 
ticular^ grouj^ or groups of labour, or a general strike by jedl 
group>s of labour combined. AH strikes are not, however, 

^ direct action. Wage-eaicners reasonably contend that as^^my 
Individual workman has Tthe right to refuse*d;o enter into or, 
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a& ^prcmps acting togetJbuar ia a slarite are entitled to exerciBe 
a like freedom. Mr. and. Mrs. Webl> are disposed to 
sucdi a strike " an economic strike ” and to use the phrase 
a ** non-e(V>noznic strike ” to designate* a strike undotaken 
** not for*an alteration in the conditions of employment of 
any section of the trade union world, but with a view to enforce, 
either on individuals, on Parliament, or o>« the Government, 
some othe? course of action desired by the strikers." It i^ 
only strikes of^the latter typ>e that they place in the category 
of dizect action ; in other words, the^ make the purpK>se of the 
strike the test. That is too limited a definition of direct 
action, but it would include such a case as ^he refusal in 
X9Z7 of the l^atiQnal Union of Sailors and Piremen to work 
vessels by which two members of the Labo'Jtr Party were 
prep>ariTig, at the instance of the Government, to travel on 
theii^way to Petrograd ; also a like refusal of the same 
Union in 19x8 to carry Mr. Arthur Henderson and M. Camille 
Huysmans across the Chaimel en route for Paris, the object of 
the Union being to prevent the organization of an Intemai^onal 
Socialist Conference. Another case of the seime kind was 
the action of the Electrical Trades Union in X9Z8 in " ea'^Ttng 
^ut " their members engaged in the Albert Hall in Eondon 
with irTstructions to app)ropriate. the fuses—^which did not 
belong to them—so as to keep the Hall in darkness and prevent 
it being us^ for any purpose, as a reprisal against the 
proprieteSrs for cancelling the letting of the Hall for a Labour 
demonstration. Ft^rther illustrations of the " non-economic 
strike " we^ the t?ireats of the compositors an^ printers 
in certain London newspapKsr offices to ceas^work during the 
railway strike in X9Z9 because of tlie adverse criticism of the 
railwa3rrAen by the editorial staff ; the threat of the miners 
close ^own the coal mines in 1919 unles^ co^puJsory 
rnilita^ settee was abolished, and unless military and nav^ 
action^y tKe British Government against the Soviet Govem- 
meuj: of Russia wa» discontinued ; the scheme for a strike pnxt 
i^rwarti by the miness in August and September 1920 unden: the 
guise of a claim for increased images, but really Tor the political 
pmrpose of forcing the natioAalization of the coal industry. 

Tbe very name ** dir^t action " indicates that the action 
in question is alternative to some oCher ^%tion rc^urded' ase* 
indirect, which is invariably the orderly method o^ procedure, 
par&cribed by industrial agr^ment, or the rules of the 
TVade Union, or by the Constitution oS the country. Hence, 
in tSy opanion, the fundamental quality of direct action is its ^ 
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fno^^emexfct resort to anarchic action in preference to orderly 
inrocedure, dr^herately as recalcdtraat minorities, who, hound 
by the formal a-greement o^ majorities, intend to prevent 
the view of the majdrity being carried into ef¥ec 1 » Others, 
impatient reformears^who regard orderly methods as tot> cumber¬ 
some and dilatory, and are either not able or not prepared to 
work for gradual •amendment, follow their example. ^^And 
one further sees direct action adopted with the atlterior 
object yOf wrecking existing craft Trade Union organization, 
as for instance by revolutionary Unionists in old skilled Unions 
like the Amalgamated Engineering Union, or by revolutionanry 
Syndicalists who wish to exercise and dev^op all the latent 
power of manual workers so that the weapon of the general 
strike may be^harp and bright on the day when it is to be 
iised to hack down the Constitution, and usher in the social 
revolution. These, however, are si>ecial reasons. Ift the 
minds of great and slow thinking sections of Labour, direct 
acticm has coide to be regarded as the easiest and quickest, 
sometimes as the only, road to political p>ower. La.bour is 
gr€jedv for political i>ower ; it intends to make its political 
fortune, in the words of Horace, “ Si possis, recie ; si 
ffuocut^ue modo. ...” •• 

The anarchic character of direct action constitutes*' its real 
danger far more than its non-economic purpose, if the purpose 
be non-econornic, which it very frequently is not. Just as 
any anarchic method betokens, so does it beget,"a lawless 
as disting^uished from law-abiding qualitv of mindits Human 
nature is^ot lawless in one sphere of its Activity "fend constitu¬ 
tionally minded in another, anarchic, for example, in industrial 
affairs and orderly in pK^litics. The same strain runs right 
through ; an undisciplined individual makes as bad** a citizen 
as h^df^ a'T'rade Unionist. It was the anarchic characterpf 
<|irect action that impressed itself most strongly on the writer's 
mindeduring the anxioxis years 19x4—19x8 before sSiy non¬ 
economic strikes such as those described above had occurred. 

• r ♦ * 

‘Oirect Action on the Clyde, 19x6 
Take* for instance the striked of March to Ajnil X9X6, in 
thj^ e ngine shops of Clydeside, whiclf the writer had to handle. 
Tne U^eernmexet haa m%de with the Trade Unions the 
*' ^^easury:,” Agreements of March 1915, providing for the 
suspension of Trade Union customs in to acceldtate 

and increase output. ,The Amalgamated Society of Engineem 
Executive Council hadj^ormally submitted* 4 he agreemedits by 
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tbem. Actings under tfae agreexnents tbe Govecmmeint proce^ed 
to introduce women into engineering: shms throughout the 
country with the co-op»era.tion tff the A.S.H. Executive. Hut 
on Clydes^e memhers of the A.S.E. refused to allow women 
to enter "the shops on the agr^d conditions, or at all. 

Many of the shop stewards * in the engineering shops on 
Clydeside ware members of the Socialist labour Party. The 
principles the S.L.P., copied from those of the l.W.'W^ 
involve (see p. ^4) class-warfare, the destruction o^ the officii 
Trade Unions and of all industrial oi%anizations except those of 
a «Bimilar type and creed to the I.W.W. itself, the overthrow 
of all existing forms of constitutional govemnjpnt and their 
replacement by a government of manual workers. The method 
to be employed is direct action. Mr. Beer, in his History oj 
British Socialism (Vol. II, p. 393), says : “ The S.L.P. theories 
camqfnearest to those of Tcnin and Trotsky.” 

On Clydeside in March igi6, the S.L.P. shop stewards saw 
their revolutionary opportunity. The writer* held innumer¬ 
able conferences with them trying to introduce harmoniously 
tlie agreed scheme of dilutidii of labour, but as fast as he 
made progress with the assistance of the Executive GofRicil 
the A.S.E. and their loc^ Gliisgow officials, •It was 
count^^d by preparations for obstructive direct action. 
Finally, the direct actionists matured their plans. It is a 
principle of theirs always to use the sharpest weapons. 
There wAs one immediately to hand. The army in France 
was in dvc need of heavy howitzers to smash the system of 
trenches whfch the "Germans had commenced to consolidate ; 
Mesopotamia urgently required flat-bottomed barges. These 
two classes of munitions were being manufactured in 
engineerAig shops and shipyards on the Clyde. The direct 
a^ttonists therefore brought out, or tried to bfin^^u^ on 
strike, all employees in every shop and yard where tly 
howitzdts or any part of the howitzers or the flat-bo^omed 
bar^s were in course of construction, with almost complete 
successi arwl with dis^trous national Tesults. Hut the Govern¬ 
ment met direct action by action more direct? and deported 
from the Clyde the ringleadefs, and tbe strike collapsed. In 
this direct action strike the purpose was to nullify the^ agr<^ - 


^ The shop stewaxds. norma.Uy-, are persons elected by tin men of each 
craM: in each department of an engineering shop to act individually, or 
through a '* convener " of all the sBop stewards of the particular craft 
as tlm connecting link between th%*men of vehat craft in the works and « 
the <listzic^delegatd^r>r district coznmittee«of the craft ^frade Union. 
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the Introduction of women into the ensineecinig trade, and 
to destroy the old craft organizations of the A.S-E. and se< 
Up a new industrial organization for tliat trade. Tlie pmppse, 
therefore, was econodiic, hut the method was anarchic. 

Subsequently, the Clyde Workers' Committee (a Somtnittee 
of Clydeside shop stewards working in co-operation with the 
Socialist Labour «»arty) established revolutionary WojsJcers 
J^mmittecjs in various parts of England, and were* behind 
similai^ diiact action unofficial strikes, repT44i«>^t®<i by the 
Executives of all the Umbns concerned, in BarroW-in-Kumess 
in June X916, on wthe Mersey in the autumn of X916, in the 
engineering shops of England in May X917, and at other times. 
Xhese were all economic strikes against tra^e agreements and 
arrangements constitutionally concluded between the Govern¬ 
ment and the Unions. That such anarchic strikes are entirely 
subversive of all law, order and government in a Trade Vnion 
organization as well as in the body politic needs no emphasis. 
They are just Ss dangerous to society as any strike regularly 
declared by a Trade Union for^a non-economic purpose. 

Conversion of the Labour Party to Use of Direct Action 
But*to revert to the non-economic strike : Mr. qfid Mw 
Sidney Webb, who hav^ a wide knowledge of the cur¬ 
rents and under-currents of opinions in the industrial world, 
say on p. 672 of their History of Trade Unionistn ^1920) ; 

** With regard to a general strike of non-economic or political character, 
in favour of a particular home or foreign polMy, we v^y &uch doubt 
whether the Trades Union Congress could be inducea to endorse it, 
or the rank and file to carry it out, except only in case the Government 
made a direct *attack upon the politii^al or industrial liberty of the 
manual working-class, which it seemed imperative to resiM by every 
poss^le means, not excluding forceful revolution itself." « 

cr The kind of direct attack by the Government which* the 
writers had in mind was action such as disfran^is^ient of 
the bulk of the manual workers, or deprivation <Xf the ftauAe 
Unions of their present Aghts and libei^es, or confiscation jof 
th^r funds, ^hort of attempted measures like these, it w^ 
the coT&idered opinion of those* eminently competent writers, 
Ipo kijng ^ut over the Trade’Union* world as recently as the 
mu^unm*T?f 19191‘that*‘^ir€?Qf action would be rejected by the 
Trades Umon Congress. But the Portsmouth Congress of Z930 
was yet to come. « ** 

The specific issue of, direct <Ewction. in connection with tihe 
operations against Russia, was brought <«fore the 'trades 
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slA^ved. . R^sototloiw however, passed demanding th« 

ceasatson of operations against Russia and the nationailiaa* 
^on of coal. Xo enforce these«demands. the Paxiiamentar^? 
Comxnitte^ was instructed in the formen>case to call a special 
Xzades UbSoh Congress to decide'what actioi^ should be taken : 
in the latter to decide “ the form of action tb be taken to contpet 
the Ck>vemnient/* This special Congress \)(as held on £>ecexp< 
ber 9. XQXQ—by that time nationalization had become the 
real issue—but pending the effect of more forcible proparanda 
direct action to enforce nationaliztition was d^errea unti 
March Z920. In March, another special Congress was held a 1 
which two means of enforcing nationalization were outlined 
to the Congress^—one a general strike, the oTher intensive 
political propaganda. Congress decided (p. 63) on a card 
vote against direct action and in favour of intensive political 
propaganda in preparation for a General Election. «| 

Tlie solidarity of the Party was seriously endangered by the 
decision ; the direct actionists included influential sections 
of miners. railwa5aTxen, transport workers and engineer, tc 
many of whom direct action ^lad become an article of belief. 
Many moderates and extremists, therefore, strove to iwtf* ar 
issue on which direct actionists and constitutionalists could 
^^^iSfShaded to co-operate. The production of mimitions oi 
war for use in Ireland and against Russia was chosen as the 
issue. It wa 5 cleverly contrived, and at a special meeting 
of the Xrtides Union Congress in July 1920, a resolution was 
passed in^avour of a general strike to compel the Government 
to desist from armed intervention in Ireland and in Russia, 
and instructing the affiliated Unions to make the “necessary 
domestic arrangements for such a strike. Moderate Labour 
was thu 9 impaled on the horns of an adroit dilemma, and the 
n^ore paci^cist it was, the more it was impellecF to»vo^ for 
^rect action. The Labour Party congratulated itself that 
it had*restored its all-essential solidarity ; but the^solia- 
urit}^ achieved was more apparent than real—Trade union 
domestic eurrangem^its for a general strike progressed with 
TTo enthtisiasm. * * 

Then came the Polish imbroglio which the e^Aremists 
ejqidoited to the fviU in order to* establish direct acti on as 
recognized weapon of organized I^boifSrin t^s coun*eP^T^Htu6 
important to follow this development. On August 6, x^20. 

liabour Party, without thj slightest justification, publicly 
chafed the Government ^iith mediating a war against 
SovMrt Russj^ iifesupport of Poland^ and claimed that the 
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worlcffliB wcmld t»e justified in^dhisilss ta reader JiaitK>ur services 
in svtch. a war. .A special emerg^enc^^ meetjngf of tlie ParUamezv- 
tary Committee of tlie Trades Union Congress, tfie Katioiml 
Sscecutive of tb.e Lal>our Party, and tfie Parliamentary l^l^our 
Party met on August 9. It felt certain." so resolu¬ 

tion ran. " that y/ar was being engineered between 4 :he Allied 
Powers and Soviet Russia." and " warned the Government that 
tjie whole industri|d power of the organized worlfers would be 
used to defeat tms war." Arrangements were ftia^e for a 
National conference of Labour, and all affiliated organizations 
were ^fdvised to instruct^heir members to " down tools " on 
instructions to th^t effect from the national conference. « 

Establishment of the Council of Action 
On August 13, 1920. the national coifference met, 689 
representatives of Trade Union executive committees, and 355 
representatives of Local Laboxur Party organizations and ^rade 
councils. Three resolutions were unanimously carried. The 
first endorsed the creation of the Council of Action which had 
been^ormed on August 9 representing tlie Parliamentary Labour 
Party, the Parliamentary Coimnittee of the Trades Union 
CoRg^ss and the Executive of the Labour Party. The second 
continued the Council in beinguntil it had secured : (1) a guaran¬ 
tee there should be no military or naval intervention^fgtdRst ‘ 
the Soviet Government ; * (2) the withdrawal of all British 
naval forces " operating directly or indirectly aS a blockading 
influence against Russia '' ; (3) ‘ ‘ the recognition of the Russian 
Soviet Government, and the establishment of u^Lrestricted 
trading and commercial relationship between Great Britain 
and RusSia." It also authorized the Council to order any 
and every form of withdrawal of labour which circumstances 
might require to g^ve effect to the foregoing policy, and called 
for swif^ loyal and courageous action by every Trade Ux&ion 
offi<hal,^' executive committee, local council of action, .add 
i&embership in general, in response to such an order.** I^e third 
resolxftion authorized the Cormcil to take gny steps necessary 
to give effect to the decisions of the coherence, apd W the 
declared policy of the Trade Union and J^abour movement.**' 
The effect of these resolutions was clear. Trade Unionshanded 
over their executive responsibility to the Council of Action. 

< I f of National- Security.** as one speaker called 
rt.^ This Council could then irppose its will upon the nation 
through tiSh direct action of seizing it by the thmat. That«the 
will may be thought beneficent does not alter in the slightest 
the anarchic quadity of the action. The^oghairman of the 



payTiaT¥im- taTy*<5o ii a3^ ^E iaMie''"^ ‘iWaes Union Omgress, in 
proposing the second resohxtiDn, put it plainly : ** Giving eSect 
lo resolution does not mean a mere strike ; it means a 

challenge to the whole Constitution of the cotmtry.** The 
^«port says there were prolonged cheei^. He reiterated the 
tame statement at the subsequent meeting of the Trades 
Union Congress in Portsmouth. The Chairman of the £xecu> 
Hve pommitcee of the l^abour Party, in seconding the first 
resolution. \/bs even more explicit : 


** Wbea the action referred to was tak^n, if too muchTtnte rt erence 
was attempted ^ey mlgrht be compelled to do thingps that would cause 
the*present authorities (i.e. the Government) to abdicate. They might 
be forced to tell them that if they could not run this country in a pesicef nl 
manner without interfering with other nations, they might be compelled, 
against all constitudonalism. to chance doing something to take the 
country into their own hands." 


ThA-e is nothing confused in this outlook. The speaker 
regarded direct action as the method by which to achieve his 
ends. The Labour Party would become tHe Government 
without the ordinary preliminary of a General Election. eThe 
outsider wonders why the International,” which was sung 
immediately after the passing of the first and third i^Solu- 
omitted after the seA>nd. * 

The whole of the I..abour argumeat for this official inaugura¬ 
tion of direct potion turned on the assumption that the Bol¬ 
shevik Government was standing in a white sheet and contem¬ 
plated no ulterior threat to Polish independence. Laboui 
accepted -Bolshevik profession.s to this effect with credulous 
alacrity. THfen came the amazing ddnottetnent. It turned 
out that, with characteristic Bolshevik duplicity, there had 
been deleted from the draft of the proposed peace terms, 
communicated to England, certain vitally impotent articles 
goiftg to *he root of Polish independence, which, 
were inserted in that presented by the Bolsheviks to the 
Poles a^Minsk on August 19. The doctored English version, 
aftei^ specifying th^ strength to which the Polish Army was 
be ^cut» down, p»ovided that aH arms o-^er and above 
those required for the needs ol the army as so reduced, as 
well as of the Civic Militia,*” .were to be handed bver to 
Russia. In the Minsk v&sion, the Ci^c Militia was thgijjripc 
of the terms ; it was to be rec#uitedf from one class on^<p 
the morkers ; to be in strength four times that of ^he regular 
Ponsb army, and armed ; in* other words, a Red Army in 
Polapd. This exactly enforoed Section 8 of Lenin’s 'Ihird 
IntennationaX CcMAtiturion. which stioulates for the '* disarma-^ 
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Comm'unisna until Capi&lissn alml! finally lM;ve been abolished.** 
There was in truth at no time any ar^ment from Poland to 
su{:^x>rt direct action. The •reason for its adoptmn was &tr 
more accurately stated by Mr. Robert Williams, tb# Secretary 
of the I^ational Transport Workers' Pederation. a leafling mem¬ 
ber of the notoridUs Council of Action. In the Daify Herald 
for Augrust 25, Z990, he is reported to have sa«d as follows ; 


• “ We felt that with the policy of 3 Vfc. Lloyd George, which swa5?s to 

and fre according to evente, we were menaced. with war from the 
moment that the Poles were in peril. Together with several friends 
we drew up a manifesto which even the Conservatives among the LabOnr 
leaders signed, because they recognized clearly that they could no longer 
oppose the advanced elements which had for so long insisted on the 
employment of direct action.” • 


This recalls I-ord Bacon’s aphorism on faction : '* It is often 
seen that a few that are stiff do tire out a ^eaternumb^ that 
are more moderate.” The extremists bad been struggling 
for ten years tb establish the adoption of direct action under 
a .11 circumstances as Labour's normal weapon of attack. They 
succeeded because the chief anxiety of Labour leaders, whether 
advlmcing at the head or running at the heels of their flock, is 
alway^*, at any price, to se<^re or conserve solidari-^jjjJJj^^^i:. 


Setting-up of Local Soviets ^ 

Over 350 Local Councils of Action, in many districts called 
Soviets, were organized to carry out the instructions of the 
central Council of Action. Somewhat amusing ^as it to see 
how quickly the Council of Action, when it realized that public 
opinion was setting strongly against it, at once disclaim^ any 
intention of calling a general strike in support of Soviet 
Russia.^ AJJ it intended at the utmost “was to veto ^ the 
maftfhfc-cture or transport of munitions or equipment for the 
Poles.” The Council quickly appreciated that»thft n&tion 
would not tolerate the application in this countiy of revolu¬ 
tionary methods. One of the reasons adVknced for tl^ form¬ 
ation of the Corincil of Xctio:q was to ^ prevent fbterferenc** 
by the ,^ritish Government in ^he affairs of Soviet Rrissia.” 
No sooner, however, was it.formed, than two delegates* of 
ncil went to^J*aris, there to interfere between the 
•■•trench Government and Prench Labour. A little logic was 
izfcused into them by the Freiihh Government, who proxx^ptly 
ordered them out of France. ^ 

* M—rs... Adamson and Goslingsg^ 



CHAPTER VIII 

•fHK LABOUR PARTY’S INDUSTRIAL AND 
. LAND POLICY 

X- DETAILS OF THE PROPpSALS 

Tlie Industries and Susinesses to be I'fationalized-wExtension of 
Hunicipal Enterprise—Control of Capitalistic Industries and Susi> 

nesses-l^bouirs Agricultural Policy—^Abolition of ILAndlordism 

—Councils for Agriculture—A X^g;al Minimum Agricultural Wage 
-^^Vorkers' Control of Agriculture. 

TE have already given a general outline of Labour’s 
▼ ▼ policy; it now remains to set ou<? its particular 
proposals in regard to the reiconstruction of industry. These 
we take from Labour and th^ Nem Social Order, published in 
19x8. If, as is not unlikely, readers feel aggrieved b3%«R^ant 
oL ^^n iteness. it is not the fault of the author, but*of the 
Labour Party. 

The Industries and Businesses to be Nationalized 
“ The Labour Party stands not merely for the principle of 
the common ownership of the nation’s land, to be applied as 
sxiitable opjfcrtunities occur, but also, specifically^ for the 
immediate nationalization of railways, mines, and the produc¬ 
tion of electrical power. 'We hold that the very foundation 
of any Successful reorganization of British industry must 
n^c^sarily be found in the provision of the utnfbst^^oi^ties 
for trax^poft and communication, the production of ;^wer ^ 
the cheapest possible rate, and the most economical supply of 
botlvelectribaJ energy and coal to every comer of the kingdom, 
^mce^he Labour Pagrty stands, unhesitatingly, for the national 
ownership and administration bf the railways aihd canals, and 
their uxkion, along with harbours and roads, and the posts 
and tel^raphs—^not to Say also the ereat lines of steamer s 
which cotild at once be owned, Sf n^ immediately 
manag ed in detail, by the Government—in a unit^ national 
oerS'lce of Communication a9.d Transport, to be worked, 
unhampered by capitalist, piavate or pmely local interests 
(und with a^Jitf ifiily increasing parti^pation of the organized 
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for th.e conunon goo<f If any Govermnent should be so 
misguided as to propose, v^h^i peace comes, to band tbe 
tailways ba<^ to the shareholders ; or should show itself so 
spendthrift of the nation's property as to give t^ese share- 
holders any ^larged franchise by presenting then]^ with thV 
economic of unification or the profits of increased railway 
r^tes ; or so extr9.vagant as to bestow public funds oi^ the 
re-equipment of privately-owned lines—all of whicK things are 
^ow b^ng privately intrigued for by the railway interests— 
the X^^bour Party will ofler any such project the most strenu¬ 
ous opposition. Xhe railways and canals, like the roads, 
mixst hence^rth belong to the public, and to the public 
alone.” 


** In the production of electricity, for cheap power, light and 
heating, this country has so far failed, because of hampering 
private interests, to take advantage of science. Even iSa the 
largest cities we still ‘ peddle ’ our electricity on a contemptibly 
small scale. What is called for, immediately after the war, is 
the section of a score of gigantic ‘ super-power stations,' 
which coTild generate, at indtedibly cheap rates, enough 
electcjpity for the use of every industrial establishment and 
every private household in Great Britain, the present 
pal and joint-stock electripal plants being uni'^ersalij^Iinked 
up and used for local distribution. This is inevitably the 
future of electricity. It is plain that so great and so powerful 
an enterprise affecting every industrial enterprise, and, eventu¬ 
ally, every liousehold, must not be allowed to pass into the hands 
of private capitalists. They are already pressing^the Govern¬ 
ment for \he concession, and neither the Liberal nor the Con¬ 
servative Party has yet made up its mind to a refusal of such 
a new endowment of profiteering in what will presently the 
life-Wood of*modem productive industry. The Labour Paarty 
demand that the production of electricity on the necessary 


arrangements for in\micipal co-operation in local distribution), 
a national enterprise, to be worked exclu^vely with«the^bject 
of supplying the whole kingdctoi with the cheapest possible* 
power, l^ht and heat.” * 

” But with railwaj^ and the generation of electricity in the 
the pul^lic, it^wotiHd be criminal folly to leave 
present x,^oo colliery companies the power of ' holding up ' 
the coal ^pply. These are qow all working under puBOic 
control, on terms that virtually,, ^iford to their shar(^olders a 
*• statutory guarantee of their swollen Labour 





^PaLTty xiemanQs the iianmediate nationjalixation of mines. th< 
extraction of coal and iron 1>eing worked as a public service (witi 
a steadily increasing participation in the management, botl 
central and local, of the v-arioUB ^grades of persons employed) 
the whole business of the retail disfHbution of househoU 
€oal bein§ undertaken as a local public seryiee, by the electee 
municipal or co\mty coimcils. And there is no reason whj 
coal^hould fluctuate in price any more than radlway fares, o: 
why they consumer should be made to pay more in winter thai 
in summer, or^n one town than another. "What ^he ^abou: 
Party would aim at is, for household* coal of standard quality 
a fixed and uniform price for the whole kingdom. pa3rab]e bj 
rich and poor alike, as unalterable as the penny postage 
stamp.” » 

” iJut the sphere of immediate nationalization is not re 
stricted to these great industries. We shall never succeed 
in pfftting the gigantic system of Health Insurance onapropei 
footing, or secure a clear field for the beneficent work oi 


the Friendly Societies, or gain a free hand fol* the necessary 
development of the urgently called for Ministry of Hiealtl 
and the Local Public Health ^Service, until the nation expro¬ 
priates the profit-making industrial insurance comptfhies. 
JAk^j^jiow so tyrannously exploit the people with their ^^astefuj 
house-to-house industrial life assurance. Only by such an 
expropriation^ of life assurance companies can we secure the 
universal provision, free from the burdensome toll of weekly 
pence, of the indispensable funeral benefit. Nor is it in any 
sense a ' class ’ measure. Only by the assumption by a State 
department ^f the whole business of life assurance can “the 
milUons of policy-holders of all classes be completely protected 
against ^he possibly calamitous I’esults of the depreciation of 
securities and suspension of bonuses which the war is causing, 
^^ly by this means can the great staff of insurand^^amgnts 
their jproper place as civil servants, with equitable con¬ 
ditions oi emplo3?ment, compensation for any disturbance and 
s^etcity ofi tenure,* in a nationally organized public service 
^or the discharge o£»the steadily irffcreasing functions of the 
Government in vital statistic^ and social insurance.” 

In quite another sphere ■ftie X^abour Party sees thfe key to 
temperance reform in taking the ^tire manufactu re and 
retailing of alcoholic drink out of ithe rfands «>f those 
Twofit in promoting the utmost possible consumption. ‘IShis 
is essentially a case in whiclc the people, as a whole, must 
assert its right to full and unfettered power for dealing with 
fbe in accordance Vdth local opinion. For 
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tbis purpose, IcMs^bt^eii^ fa&ve. upcdd tbem 

facilities t '— 

" (a) Xo proliibit the sale of liquor withiu their boumiaries ; 
** (d) Xo reduce the number of licences and regulate the con.'- 
ditions imder which they may be ht^d ; «and , 

'* {c) If a locaUtjir decides that licences are to l^granted^ 
to determine whether such licences shall be und^ 
private ^r any form of public controll** ^ 

Satension of Municipal Hnterprise 
*' main industries, especially those now becoming 

monopolized, should be nationalized as opportunity offers. 
Moreover, tl^p Labour Party holds that the mimicipalities 
should not confine their activities to the pecessarily costly 
services of education, sanitation and pK>lice ; nor yet rest 
content with acquiring control of the local water, gas, electricity 
and tramwaj^ ; but that every facility should be af^lrded 
to them to acquire (easily, quickly and cheaply) all the land 
they require, afid to extend their enterprises in housing and 
town* planning, parks and public libraries, the provision of 
music and the organization of recreation ; and also to under- 
take^^besides the retailing of coal, other services of common 
utility, •particularly the locai supply of milk, wherev^^jyijg. 
is not already fioHy and satisfactorily organized by a Co^Jper^ 
tive Society.” 

Control of Capitalistic Industries and Businesses 
” Meanwhile, however, we ought not to throw away the 
valuable experience now gained by the Goveihment in its 
assumption of the importation of wheat, wool, metals and 
other commodities, and in its control of the shipping, woollen, 
leather, clothing, boot and shoe, milling, baking, butchering, 
and^lh$i‘ in&\istries. Xhe Labour Party holds that^ whateVw 
n^ay hl^e been the shortcomings of the Government importa¬ 
tion ^nd control, it has demonstrably preventea ""S* lot of 
' profiteering.* !Nor can it end immediately on the declaration 
of peace. Xhe people will be extremely foolish if«-th<5** ev^^ 
allow their indispensable industries to slip back into the 
unfettertid control of private capitalists, who are, actually at 
t he insta nce of the Government itself, now rapidly combining 
trade, into m6nop*blist Xrusts, which may presently 
berome as^ruthlc^s in their extortion as the worst American 
examples. Standing as it does, for the democratic contrc^ of 
^ industry, the La. bo ur Party would think twice b^ore it sano- 
• tinned any abandonment of the present profein bi^^c entraliaa- 



iion of iiie present carefuBy 

c^ganized ' ratioxiixie^.' tsy |oiPt <»xxunittees of the trades con'- 
<»med, of tihe several establishments with the materials they 
require; of the present ^ab^rate system of * costing * and 
»«aldic audit -of manufacturers* accounfk, so as to stop the 
waste hesPetofore caused by the mechanic^ inefficiency of the 
more baclcward firms ; of the present salutary publipity of 
maxyxfacturifig processes and expenses theneby ensured ; and» 
on the fnibrmation thus obtained (in order never again tc^ 
rev«rt to the ojd-time profiteering) of the jsresent rigid afixing« 
for standardized products, of maximum prices at the factory, 
at*the warehouse of the wholesale trader,* and in the retail 
shop. This question of the retail prices of hc4*5eliold com¬ 
modities is emphatically the most practical of all political 
issues to the woman elector. Xhe male politicians have too 
long neglected the grievances of the small household, which is 
the ^ey of every profiteering combination ; and neither the 
X 4 baal nor the Conservative Party promises, in this respect, 
any amendment. This, too, is in no sense a '“class ' measure. 
It is, so the Labour Party h^lds, just as much the function 
of Government, and just as necessary a part of the democratic 
regtdation of industry, to safeguard the interests of the'^om- 
m.w^y as a whole, and those bf all grades and sections of 
private consumers, in the matter of prices, as it is by the Factory 
and Trade Bpards Acts, to protect the rights of the wage- 
earning producers in the matter of wages, hours of labour and 
sanitati<m." 


Labotur*s Agricultural Policy ^ 

An official pamphlet called the Labour I^arty and the Country^ 
side states Labour's agricultural policy " as settled by repre¬ 
sentative of the Party's 300,000 affiliated agricqjltuml mem- 
bez%." 'With pride it is announced that members in 

indastr]^j^aj^ li-ving in towns had no finger in it. It is claimed 
to be of practical experience—the conclusion of experts. 

£nd£>rsed by the >Tational Executive of the Labour Party, 
^t is st&ted to crystallize the principles upon wjiich the Party 
will deal with agricultural and rural problems. The basis is 
to be tbe non-sectarian principle of “ increased production 
of food stuffs by the employment qf more British lab ou r 
on better cultivated British lancl.” The (soalition GovctIP^ 
meant is charged with repudiating this principle* and wfth 
havizkg perpetrated in xqzx^a shameless and scandalcms 
deceit in •* scrapping ” the Gom Production Acts, 1917 and 
X920. 
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Fixst and foremost, land is to be nationalized. Many evils 
and mucb oppression are att|pbuted to private ownership. 
ILandlords have obstructed every measure of land reform * 
thwarted food production ; obstructed housing, holding^ 

and land redlamafion ; demanded extortionate prices for 
l^nd for public ne^s and appropriated as unearned increment 
a large part of tne value of every tenant’s imprqyenfent. 

For the Labour Party " therefore " the substitution of public 
for pr^-ate ownership in ^nd (subject to equifeble treatment 
of each person whpse property is required for the public g<v>d 
and to a moper security of tenure for the home and the 
homestead) underlies in principle all its specific proposals.” 


Councils for Agriculture 


Councils for agricultxire are to be constituted for<ipach 
county, one-third thereof elected by farmers, another one- 
third by farm lartsourcrs and the remaining one-third nominated 
” by^he various p\iblic authoriti«’s in the county, including 
the county council, to reproseitt tlie public interest.” Some 
good^work is credited to the existing county agricultural 
commiMees, but they are condemned as hampered by<|jhe^ 
constitution. Members of ^he councils would receive 
expenses and payment for time spent on public service. The 
primary duty of each council would be to sup&rvise farming 
in the county and secure and maintain an all round «imp>rove- 
ment in cultivation, an increase in the area under plough and 
an aggregate increase in the production of food stuffs. In the 
event of bad farming, councils would have power to take over 
the land and cultivate it in the public interest. A Central 
National Council of Agriculture would advise the Miliister ol 


Agrj^grtlj^re*- 


A Legal Minimum Agricultural Wage ^ 


A legal minimum wage (whether on a national or district 
basis is not stated, but presumably the letter) and standard 
conditions of employment are tp be established for ^ery farm, 
market garden and fruit orchard worker and gardener in 
domestic employment, to all of whonj the National Uneroploy- 
qaajEl^^Asurance Schemr wcuild be extended. This in the first 
•^Rtance is to be effected' by re-establishing the National 
Wbges IBoard and County ^Va^jhs Committees of the Ministry 
of Agriciilture, the abolition o:^ which in X9Zt is characterized 
as a ” flagrant breach of ^ith.” *Fhe fund out of which increased 
wages are \o be paid ie to be,created ou$ Tfir Tiii , in nfil i of 



better jEarmi^. pT<khKitio^ organized marketing, 

less costly transport, lower retail prices of farmers' supplies 
and tbe dimination of profits now taken by unnecessary 
middlemen. A national schekie of insurance managed on a 
-■^^-oiTerati^^ basis by agricxilturalists tbeftiselves is to be estab* 
iSshed a^kinst tbe risk of unfavoiirable \^eather and sudden 
falls in world prices. 

■* ^ • "Workers* Control of Agriculture 

** X>emocratu: control *' is to be introduced into 4 he agricul¬ 
tural industry as in other industries, *" to supersede the econo¬ 
mic dependence of the agricultural worker^ on the farmer for 
employment and livelihood with the implicationinferiority 
involved." The operation of the councils of agriculture is to 
be a step towards that end. But the statement of policy 
is prudently non-committal and the full meaning of " demo¬ 
cratic control " and its implications, so far as agriculture is 
concerned, receives no explanation. 
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THE LABOUR PARTY’S INDUSTRIAL* ANii 
land policy 

s. A CRITICISM 


'What CapitaliMTi Is—Oiar Deht to Capitalism—The Alleged Defects 

of Capitalism-Where Reform is Admittedly Needed—The Failure 

of Fast Socialistic Experiments—Limits within which Nationaliza¬ 
tion is IPractica'ble-The Different Schemes of Land Nationaliza¬ 

tion—The -Taxing-out Scheme—^The State Purchase Schema*—The 
Socialistic Confiscation Schemes—The Conceptions Underlying^feach 
Scheme—Tlie Disadvantages of State Ownership of Land. 
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propose now to offer some "broad criticisms upon 
Labour's Industrial aird Land Policy. 


" «■ "What C^apitalism Is 

The primary object, as wc Iiave shown, of the Labouf^Party 
is to abolish capitalism. ^What, therefore, do we understand 
by that ? It cannot be better described tharf has been so 
admirably done by that distinguished writer, Mr.* Hartley 
Withers, in the Case Jor Capitalism, p. 13 : 


" The present system under which we work and exchange our work 
for that of others is that commonly described as Capitalism. Under 
it each one. male or female, can choose what work he will try to do 
and what employer he will try to serve ; if he does not 111^ his job 
ox his employer, he can leave it or him and try to get another. He 
caxincK‘**^^rn unless he can do work that someb<^y wants to buy, and 
80. iM dotnpetes with all other workers in producing goods or services 
tnat others want and will pay for. His reward dep»ends of F i i h e success 
with ^Thich he can satisfy the wants of others. "Whatever money he 
earns in. return for his labour he can spend as he chooses on the purohase 
of goods and services for hib own use or for <that of his MepAcidents,^ 
or he can invest it in opening up & business or industry on his own 
account,wor in shares and debts of* public compames, and debts of 
Governments or public bodies ; these securities will pay him a rate of 
profit or interest if the companies or debtors prosper and are solvent. 
•wiSatever money be earns by iabour or by investment he can, after 
pairing sucl^ taxes on it as the State demands, hand on to any heirs 
whom he may name. 

The system is thus based on private property, competition, indi¬ 
vidual efiEort. individual rerponsibiA^ and individual choice. Under 
it, aB xnen and women are more or less often facwl 'l>y ii^hich 



to oe wro^ 

tlxMT wlfnr e mxxA idbrt; «rf flaeir ^^^ettdtepts wmac or ymme. It is ttim 

-very s timnlfttiti g anti Ixndxxg, asuS micflit l>e eapected to bciaa out the 
host eOcart o* the uidUvidltial to do food work: that will t»e well paid so 
that he axul his may prosp er and ^cmltiply. If oiUy every one had a 
fair start apd hesan life with an equal chance of tuminer his industry 
and poweso to good account, it would be difficult tp de-vise a scheme ol 
economic life more likely to produce great results from human nature 
as it now is ; by stimulating its instincts for gain and rivalry to a great 
outppt of ^gp 3 a and ser-vices and by sharpening ♦ts faculties, not only 
for exercite in this purely material use. but also for solving the bigg^ 
problems of life^and human intercourse that lie behind jt." ^ 

Tlie capitalistic S5rstem dates from*the Industrial Revolution 
(1^80-1830), when domestic industry was rftplaced by factory 
production. Since those days, as Labour was fJlentiful and 
ill*oreanized and«capital more difficult to obtain> the capitalist 
occupied relatively to the worker a stronger position in 
indi^try. This transient incident is what Mr. Sidney Webb in 
tiis u^Consizt'Uttort/or a Socialist Commottufealih oj Great Britaitt 
describes as *' the central wrong of the Capita^st System " :_ 

. “ central -wrong of the Capitalist S>'«tem is neither the poverty 

of the nor the nches of the mch : it is the power which the mex4 

ownership of the instruments of production gives to a relatively small 
section of the community over the actions of their fellow citizefTs and 
mental and physical envirenment of successive ged^ations. 
Under ^uch a system personal freedorg becomes, for large masses of 
people, little better than a mockery. TTie tiny minority of rich men 
®"jo^ not persc4nal freedom only, but also personal power over the lives 
of other people ; whilst the underlying mass of poor men find their 
personal &eedom restricted to the choice between obeying the orders of 
irresponsible masters intent on their own pleasure or their own gain, or 
rem^nmg without the means of subsistence for themselves and their 
Eamilies." • 

Our Z>ebt to Capitalism 

J^bofSr's proposal, therefore, is to abolish capitalism and 
i^inace it .by that brand of Socialism known as '^naflOliaiiza- 
lon and democratic control.” We should first realize 
>we to tSSF capitalism which we are asked to destroy. Ow fimt 
certainly liberty. This is convincingly worked out by 
dr. HorolilCoxin his^cone>m»c Liberty, p. a. Liberty to possess 
tnd use proi>erty consistently With the good of fhe community, 
*0 buy# to sell, to Wtork, to strike, in fact complete 
‘berty in all economic delations. This is to be surrendered 
uod replaced by the bureaucratic c6ntr<ft of tl^ State SociaHMR 
yr the equally autocratic control under the scheme of 

Socialist. Liberty is apprize not hastily to be relin- 
tmshed. This capitalistic sj^tem is not the selfish system 
» described abour. It can only ^xist provided it supplies * 
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commodities and semdqfai^ tlie conmmfli^ stands in 

need, at prices which the commtmily can a££otd to pay. 
That is no light lesponsihility. One of the necessary con¬ 
sequences of any socialistic o^lfanization of industry is that 
the conmnmity must use and pay for such comqaodities as 
it is convenient and desirable for industry to produCS ; under 
any socialistic regime, therefore, the consumer, instead of 
being an object of regard, becomes a mere i^heel in.^the 
^nechanism of production. 

Thq cap^alistic system develops energy and« thrift, though 
the former has been larg^y neutralized by the sterilizing effect 
of Trade Union doctrines against output, and the latter frus¬ 
trated by •fcSi'i inability of industry as a result of production 
thus restricted to pay high wages. Under a socialistic regime 
the worker is to receive not wages but " pay ” and whether he 
works or not. All progress in industry depends upon initiative 
and enterprise and the readiness to take risks. To-dayVisks 
are assumed by the owner of capital and, if they materialize, 
they are bomfe by him and not by the workers or the 
community. It would be ludicrous to say that either the 
State under State Socialism oi^ industry under any form of 
democratic control would or could exert the same initiative 
or shoW'the same enterprise as 4 he private capitalist. Ecorigpiic 
history te^ns with exampl#^s of great industries n^tsi^-efhploy- 
ing thousands of workers which were 4$^ablished by 

capitalists who, stubbornly persistent, refused to accept failure 
and by sheer dogged enterprise won through. The -^orld has 
wonderfully prospered under the capitalistic organization in 
industry.^ We see social conditions enormously improved, 
innumerable social reforms effected, the welfare and well-being 
of the people prodigiously advanced. Sir Josiah Stamp—an 
outstanding authority—said in 192X. as a result of a statistical 
inyegifekti^, " the ordinary person of to-day is four tiTnes 
ggi wem off in real commodities as the person i n_ th e csrre- 
spon^ng stage in the scale in the beginning of the xiineteenth 
century." During this hundred years the populatioiv has 
quadrupled. The lot of‘the worker steadily prog»ess^ from 
x8oo up till 1900, when, in dertain industries, there set in 
tendencies of retrogression. It hhs been one continuous record 
of rise in standard of living, and*in wages, both nominal 
SMtount and purchasicq^ po^er, due to improvement in produc- 
tion from^the introduction of machinery, development of food 
production in new cormtries,, and expansion of our ex|x>rt 
trade. This has been largely* ^he result of the capitalistic 
organization of industrj^ and of its ability to rm -if demands 



.of tJbe c ons n n aier; < i tfct |^io f <3^>3aay elasticity ixiliereii.t 
in the ssrstem of adaiptlag itsdf to vaxyins circumstances. 

Without the machinery provided by the much-abused capit¬ 
alist I.abour wotild to-day be ** s cratching the ground" to 
extract a penmious livelihood.* The capitalistic organization 
of ind\2stKy woiild never have siirvived, ha^ it not been in 
the main economically sotmd, and, on the whole, a system 
which made for the good of society. This the system whicji 
is tcrt>e ^^ihelly destroyed by the Labour Party because of certain 
alleged defects, and replaced by an xmtried socialistic r^ime. 

^ The A-lleged Defects of*Capit^ism 

First, it is said that under capitalism the incer^ve stanch 
ethically condemned in that an employer is actuated wholly 
by a desire for his own private profit. I fail to see any turpi¬ 
tude in that motive ; an employer can only make profit if he 
succ^pds in serving the community. There are, of course, 

some—I personally have met very few-employers who 

deliberately try to foist on credulous consumers«an adulterated 
or spurious article. But it is exactly for the same mq^ive, 
namely, for profit, that the werker serves his employer, or, if 
that is an unacceptable analogy, that a member of a g^pg of 
workers serves his fellow-worker* who is head of the gang and 
emplo> 4 ng him. There are just as many workmen, indeed 
naore, who are ready to pass off bad work upon their employer 
as employers pi*epared to pass off bad work ujxjn the community. 

As against this incentive of private profit the Syndicalists 
would substitute the imaginary incentive that each worker 
would work Sor the good of his own group of workers ; the 
National Guildist that each worker would work *for the 
benefit of his Guild of workers, and the State Socialist that 
each worker would work for the State. Reduced to its 
elements, it means that each worker would, in th<!^ endp^^ork 
for \^hat fie could get out of it, or if he found that 
the same tsdvantage without working so hard, then he woS®* 
not work sowenergetically. The suggestion that workers \^u 2 d 
work^HKore .vigorously for the community or State is so abso¬ 
lutely contrary to my own expeiience that I find* it difficult to 
treat tbe suggestion with respect. It was never so during the 
jvar—in Government factories, dockyards, arsenals, there was 
just as much restriction of production a&in the works of privaiig* 
emptoyers, and considerably ipore strikes, ^n none of o\fr 
oxiinicipal searvices is it foimd to be a fact. •^The railwa5r strike of 
September X9Z9, while the railways were under Government cx>n- 
is only an^^er illustration of the falsity of the suggestion. 



and sold as a commodity. ' Tliat is one -of tliOse phrases which 
expresses more than is meant. The lawyer sells his legal 
advice, the surgeon his opera^i|fe skill, the musician his powers 
of technique, taste and exp>res»on just as a person who owns a 
commodity sells I cannot see any moral degradlation 
ever in the worker accepting wages any more than a private 
lawyer accepting Jiis salary in a financial house, or a house-¬ 
surgeon accepting his in a hospital or an organist hiiT^ a j^Slrish 
chur\^. ^11 of them are subject to notice terminating their 
engagements, just as a manual worker—not probably a week’s 
notice, but some%longer period. The acctisation is put eft^en 
higher and^^he capitalist is called a thief, in other words, that 
he is appropriating in the shape of his ow^ profit something 
which ought to belong to I^-abour. This proposition, palpably 
untrue, is so generally accepted by the workers that it deserves 
some examination. If a Trade Unionist, say a foreman plater, 
in one of our large ship repairing centres, works hard and 
makes, as heMoes in normal times, a big income, he may 
do one or two things with it ; he may spend it on his own 
amusements or in wasteful extravagance ; on the other hand, 
he w^y save and invest it, as I have known many do, in 
a stnaH industrial concern i» his own district. In the ^st 
case he is by common cqnsent an honourable, if a ffoolish, 
man, in the second he certainly will not be called a thief. He 
has used by investment a part of his wealth fbr the purpose 
of producing more wealth, and his resultant increase of 
wealth is not robbery of the workers in the concern in which 
his money is invested. But then he is a member^f the Labour 
movement. Between such a case and the case of the financial 
house which makes a business of collecting the savings or 
surplus wealth of thrifty persons for investment in industry, 
nb difference in principle whatsoever- . • ^ 

iCsffStalism implies competition, and competition. Labour 
5 ay|, must be eradicated out of social and industrial activity. 
Why competition should be a good thing in euery walk of 
human life and provide a healthy s^imuliis, and yex not 
provide an equally beneficial stimulus in industrial antT* 
commercial affairs is hard to' follow. What La.bour really 
intends to say is that competition acts so as to depress wages 
*^Hbd lower the ^fanda^d of living of the worker. That is only 
one side * competition acts so.as to increase demand for coxa.- 
modifies and the volume of employment, and, if production 
not restricted, would increase wages. Then it is said that the 
capitalistic ozganixatiou of industry involveSaim^Sttimnic waste. 




hay vdttdx i»-.-<^apBCicd on less efficiently 

uiader jnivate tttnnfaciBBaeait tibaa It l>e either tinder 

Ckyvemment or under ^'democratic conxrol." Xf thcxe is 
waste it is the capitalist who sv^ers, the Trade XJnionist alwa^ 
receives his standard rate of wages. If.there is waste on the 
.employes^ side, as of course there is in sortie badly organized 
shops, there is greater waste in the shape of restricted produc¬ 
tion on the4;>art of the worker. Organization and efficiency 
a.re^of gfaeurse, essential to industrial progr^s, but to suggest 
that these essential qualities are better obtained under bureau'* 
cratic or demdbratic control is at va];jance with ou^ expSHez^^e 
dqjing the war and of present condition|^ in Russia where 
democratic control has laid the hand of death on i;^ustry. 

Where Reform is Admittedly Needed 
It must not be asstimed that the capitalistic system of 
organization of industry is perfect and needs no reform ; 
unfortunately, it exhibits a number of well-marked deficiencies. 
First of all, an employer only employs a man as long as he 
desires or finds he can profitably do so, in just the sam§ way 
that the workman only works Sor an employer as long as he finds 
it suits him and no better job is forthcoming. One defect 
certainly of the present capitalistic system is the* lailure 
of employers in industry as a whole or of each industry in 
particular to provide against uneniployment. On this matter 
I have a good deal to say in a subsequent part of this book. 
Again, in the past there was a regrettable tendency which, 
in recent years, has happily disappeared amongst the best 
employers, disregard the human qualities, aspirations, 

nee^ and susceptibilities of the worker, coupled with a neg¬ 
lect to provide effectively for his welfare and well-being 
in the ^works. This, however, is nothing intrinsic in the 
capitalistic organization of industry ; 1 have heardan^ually 

bitter complaints by the workers when I have been sitbiri fc. as 
arbitratoT* in disputes between employees of the '* noh* 
capitalistic** co-op^ative societies and the societies* Qemo- 
ciatRj V33aqagefiaents. • 

*Ihere is, howevei* a complaint against capitalism which, 
although it has been very largely remedied in recent yeais, yet 
in normal times, immediately prior to the war, certainly existed 
—^that was the insufficient distribution amongst the workess 
the product of the industry^ capital in m^y cases receiyed 
an undue share of the reward- This was^ short-sigifted policy ; 
for good wages to the workers,*provided xhe workers give good 
output, resulp; in the work^s possessing good purchasing 
Z,JP. o 



is a. ^ooki daiumd fo^ d6aicijix»>clil|i^^'a^ -is to the of 

znaniifacturers, aad the community. But if some employers 
ajppTOpriated hy way of proh^an imduly large share of the 
product of indristry, -^le worlcem did exactly the same if oppor?- 
tunity presented ^itself. One has illustrations of this in the 
way in which, by agreement between the building employers 
and the building Trade Unions, costs were forced#up by wage- 
agreements which fergely contributed to the shortagei«^ hoissing 
'and placed the unskilled builder’s labourer in a wage-position 
OHbsmntiahy higher thaQ that of the skilled ehgineer trades¬ 
man, who norma^y stands on a higher wage-level. 

Failure of Past Socialistic Experiments 
When we are discussing on a priori hypottfeses the practical 
operation of the elemental motives of average men and wom^i, 
it is wise to learn what experience has to teach us. ^here 
have been at least seventy attempts to carry secular Socialism 
into effect, of •which five only survived their fourth year of 
life. ^ There was the new Harmony Community of Equality, 
financed and founded in America in 1825 by Robert Owen. 
One q^its articles of constitution provided that " every member 
shall render his or her servicefi for the good of the whole." It 
was a disastrous failure. Owen had supplied lands, •houses 
and the use of capital, giving to some persons leases of large 
tracts of land for 2,000 years at a nominal rent ^nd for moral 
considerations only. Addressing the settlers in 1827,*he said : 
" I find that the habits of the individualistic system are so 
powerful that these leases have been, with fe\v exceptions, 
applied f< 5 r individual purposes and individual gain." There was 
also the Erook Farm Phalanx, established in Z842, with wliich 
Emerson was associated ; the Wisconsin Phalanx, established 
in aivd the North American Phalanx, a few years la^er. 

‘^oftfdeading facts and the history of these Socialis’tic adven- 
t^es ought to be read in Mr. W. H. Mallock’s oj 

iPure'^ I>emocracyt Book IV, chap. 2, p. 2pz, whege they are 
set out with much acute criticism. The last' of thes^ ^eat 
experiments was in 1893, when William' Lane established his 
" New Auistralia *’ in Paraguay.- In Lane’s constitution the 
workers were controlled and directed by officials of their own 
ehoosing. Tlie colony o&me to sad grief and ultimat^y decided 
by vote that evfery man should be entitled to dispose of the 
frmts of his own indi^ry. A new grant of land was made by 
the Gk>vexnment to a l^ge mimber of the original colonists; 
they retrieved their failure and'became, under„j^e stimulus oi 


^mK^^wdai^S^x^Mi^^^tnmtA^,marrif^n9n\ faucgacni. The causes of tfM 
tmhapj^ end <xf those great adeentures are stmuned up thus 1^ 

Mr. XfeJlorfc (p. 3x6) :-'* To speak broadly th^jr may be reduced 

to two, one oi them inhering in^ie nature of all collective indus¬ 
try, the other inhering in the nature of human beings with th< 
sole exc^lion of small and essentially select ^minorities. The 
first of ihese causes was a want of ability in indristrial direc¬ 
tion. The second was a want of any general sentiment suffi- 
cieiffly stsung and persistent to ensure that directions, if given 
should be accepted with submission on the one hand apd carried 
out with a diligence punctual and susi^ined on the other,^ndiMt 
a %:>cial system the essential object of which was to rendei 
the conditions of the worst worker equal to the costditions oJ 
the best." 


Limits within which Nationalization is Practicable 
IL^^our, of course, will say that these small experiments 
have no bearing on the question of the nationalization and 
control of great industries. To some extent they are right. 
There are, however, certain definite limits to successful n^ion- 
aiization. An industry which*is confined to rendering services 
is a totally different thing to an industry whose busine^ it is 
to produce commodities. There is nothing like the sama severe 
restrictions on efficiency in the former case as in the latter. 
The services may indeed be of sucK a character that they can 
only be efficiently carried out under the State or under a 
municipality If the service is one the successful provision of 
which depends upon a monopoly being preserved, there may 
be a case fou nationalization ; as illustrative of this, one may 
take the case of the Post Office. Again, a compreher&ive ser¬ 
vice may be necessary, in parts of the country where it has to be 
provided at a loss, in other parts where it can be provided 
a profit—^the loss in the former case being made^oodn^ut of 
the profit fn the latter. Under such conditions nationaliaa'&jm 
may be the only possible procedure. Sometimes continentar 
analogic for natiox\^lization are adduced, but the contin'^tal 
tem;^exsamept sthd tradition have b^n entirely different from 
those prevailing in Ais country. Tliere was never in l.atin 
countries the same spirit of pisvate enterprise as with»us ; in 
the former, public opinion»relied on the State to provide all ser¬ 
vices in the nature of public utilities. •JkVhere there has been* 
an opportimity of comparing t^e efficiency of Services previewed 
by State with those provided by jiHvate entefprise, me 

comparison is always against •the Stam. One has only to 
read < 70 rm«r«» v . Raitwa^S, by £dwin A. Pratt (P. S. King 



at Sob. X907), • Iqr 

Sir William Acwortb, 'K.C.fM. <Jolm Mtixray. z^o). to recite 
some of iJbe drawbacks of nationalisation. The Socia^t in 
this country in'variahly fall^ Ukck upon the Post Ofiioe as a 
convincing case of the success of State managem^t. but ^e 
business community will hardly be prepared to atcept the 
Post Office as a conclusive argument of the efficiency of 
2»a tionalization. 


Tl^ DiH«uent Schemes of Z^rand Natioxialncacion 
'^^What the Labour Pai^y means by public ownership of 
land is not clea>. The term nationalization " is equally 
vague. reference to land, it is commonly used to mean 

some form of “ communization," that is t® say, acquisition 
and ownership either by the whole community or a section of 
the community. The former is true nationalization, i.e. 
ownership by the nation ; the latter is “ municipaliza^on," 
i.e. ownership by a local authority. Municipalization of land 
has, however, •rather disappeared as a proposition. 

AM land nationalizers assume that ownership embraces 
two fundamental rights. (i) Tfie right to draw a revenue from 
the tice of the land, i.e. to receive the rent. (2) The right to 
controPthe way in which the fend shall be used. They describe 
these two rights as the “.right to rent," and the “ Aght of 
control “ respectively. \Vhere land is held in ^ee-simple the 
right to rent and the right of control are usually vested in one 
and the same person, namely the owner. Where, hoWever, the 
relation of landlord and tenant has been created by a contract 
of tenanpy, the right to rent, when it exists, is vfeually vested 
in the landlord. The right of control is vested partly in the 
landlord and partly in the tenant. The landlord’s powera, 
partial or otherwise according to circumstances, of cefetroUing 
the u0l^ to*which the tenant may put the land, depend upon 
^SBntract of tenancy. • 

Sq^emes of land nationalization fall into one of three classes 
according to their effect on the right to rent ^nd the rigjit of 
controL First, where the whole revenue of the landtis ulti¬ 
mately to go*' to the State, bfit possession find the right of 
c»ntrol*of the land is to remaiif as it is under private owners 
ship. There, transference of land revSenues to the State is to be 
•fefEected by groying national taxation of land values. This 
is ithe scheme of the school of land nationalizers who follow Mr. 
Henry Geoxge, and /dre mainjy represented by the 
League for the Ta.xauon of Laq^ Vailues. It is fully explained 
in Mr. George’s book, progress and JPovitrty, axnL wiU be caMed 
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fee' tSixfi - ge '^ 88 < * 3 hAi» i ^ ' ’’'•‘■ey ’tiAcxiQe<^alt sctxeme.** Second, 
wh^tc t|M» irie^ of control of the land is to he taken from private 
owners and vested in the St^e hy State purchase, hut the 
own^s are to suffer no suhsta%.tial loss of revenue. Th^ are 
to receive* Government Bonds of such t:apital value as will 
produce &i annual interest equal to the net i%nt of the land in 
question. This is the plan of the ll.and Nationalization Society, 
of T^diich tjhe^ate Dr. Alfred R. Wallace, F.R.S,, O.M., was the 
Chairmaif: It will be called the “ Nationalization Society's 

scheme" or tte *'state purchase scheme." Third,^wheua the^ 
present owners are to be expropriated,•and deprived of the rig^f 
to fent, and the right of control, and so lose^all or a very con¬ 
siderable portion of their income so far as derived from land. 
Socialists other than the State Socialists who subscribe to the 
programme of the Land Nationalization Society advocate 
this policy. Some of them would allow the owners compen- 
satidu, but nothing like sufficient to maintain their present 
income. For example, tlie National GuildisJ:s would i>ay 
trifling compensation in State Bonds equal in*nominal value 
to the capitalized value of an annuity for two to tliree years of 
the same annual amount as the net rent. The Syndicalists, 
on the other hand, would confiscate the entire private pr^>erty 
in land without any compensatic/b whatsoever. These Various 
schemes described under " third ” will be called the " socialistic 
schemes." 


The Taxing-out Scheme 

Mr. Georgp thus describes his " taxing-out scheme " at 
p. z88 of Progress and Poverty : • 


" I do not propose either to purchase or to confiscate private property 
in land. • Xhe^first would be unjust : the second needless. 1-et the 
indunduals who now hold it still retain, if they want to. ^ossea^on of 
wnat they Are pleased to call their land. I.,et them continue-Jpi^all 
it thifir land. them buy and sell, bequeath and devise it. We nWaMi 

safely leave them the shell if we take the kernel. Jt is not necess^^^to 
confnj^aUt land, only necessary to confiscate rent.” 

In regard to the ** C^orge scli^me," the whole paint is whether 
there is any special justification for confiscating an .income 
derived from land as compared with other incomes. 


The State Purchase Scheme' 

Theobject of the ** I-and Na^onaliza-^|n Society's scheme" 
as pul^b^bed is " to establish public ownership of land by means 
of fair compensation based on its -^alue as ascertained for 




xoa, 

pu rpose s o£ taxation." *Xt is msisted ^lat tibe State should take 
possession of agricultural land first and of house property at a 
later p^iod. p 

Pulnic ownership, it is claimed, will secure : 

(x) That the use of land will t>e easily ohtainaA^e t>y all 
classes of the corAmunity without being subject to the veto of 
any landowner. ^ 

* (2) That the b&st possible conditions of tenancy will be 
« established so that all State tenants will have the same security 
—a^ fx^ehoIBers have to-day and full right to the value of the 
improvements th^y malJc. 

(3) Xh^^ the community will be able to determine in ^he 
general interests of all to what uses the land shall be put. 

(4) That ultimately the whole value of ^he land will be 
secured for the common good. 

This, of course, is only a summarized statement of the ajjeged 
benefits of State purchase. They are expanded into great 
detail by the JL.and Nationalization Society in its various 
publications. 

The Socialistic Confiscation Schemes 

Th^chief characteristic of the ‘'socialistic schemes '* is con¬ 
fiscation pure and simple. How exactly that is to be effected 
depends upon the particular school of Socialism ; the consti¬ 
tutionalists say by legislation ; the rcvolutic^riaries say by 
direct action culminating in the social revolution. 

The Conceptions Underlying Each Scheme 

The fundamental conceptions underlying the sdiemes are as 
follows : 

(а) The Georgites contend that the bare land was ^iven by 
God to th^ hriman race but was afterwards stolen by robb^ 
banp^S^or taken by wicked kings from the jpeople and hanH^Sd 

on fictitious grounds or nefarious reasons to courtiers‘^vho 
did 4 he royal will. 

(б) The Land Nationalization Society buflds up the whole of 
its case for ^ate purchase upon this Ix^ic axioxft : 

“ All men have an equal right to live, and as no man can 
live without land, it follows that all. men have an equal right 
^o the use of the land /hat is necessary to sustain their exist** 
ence." Notwithstanding this, land still remains i^vate pro- 
‘ peitty ; the private turner is sdpreme in rega^ to it ; he can 
exclude everyone fr<jm it with dire economic results. Only 
« luider State ownership,.^ says the Nationalization Socie^, can 
this be remedied. 
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(c) Xhe Soi^lisis,' tlisilr is to say, iib <9 l^ational Otiildists anil 
Syndicalists, formd tb^T scdieme on both the fore§:oin§r asstiinp~ 
tions, the S3mdicalists in addition claiming that no rent should 
be paid even to the State, bi4t*that the land shoxild belong 
outright to, and be distributed among.^the people. 

As a matter of practical p>olitics the Stat^ purchase scheme 
of the Nationalization Society is of chief moment. Although 
the ^^eorgites and the Socialists are active ahd vociferous, their 
respective schemes are of much less relative importance. Even 
assuming thai^ the land was originally acquired prtva^ 

persons by robbery or injustice, tKb best^equitable ans^CT 
to ^he taxing-out scheme ” is probably that of ttip Nation¬ 
alization Society : 

We answer that while the land is o%trs by every moral right, and 
we propose to assume possession of it by compulsory process, we recog¬ 
nize ^hat a very large number of honest men (neither robber barons nor 
their descendants) have invested acttial earned money in land, either 
as individuals or as members of building, insurance ^nd co-operative 
societies and trade unions. 

*' Xherefore, we do not propose to confiscate that money (i.o* that 
portion of the rent which represent® the value of the bare land) and leave 
to them what is theirs (i.e. that portion of the rent whicli represents the 
value of the improvements) " (The L-atid Nationalizer, May, iggp, p. 5). 

Xhe Secretary of the Eand Nalsionalization Society writes 
thus; • 

" ^Ve 3^10 favour compensation justify it on grounds wliich appear 
to us to be grounds of equity. 'W'o say that the landlords of the present 
day did not f^ind the system of private property in land, and should 
not be punished (by spoliation) as if they did. Xhe original vprongdoers 
are dead and past punishments. Xseither arc the present landlords 
alone responsible for the maintenance of tlie system. Xhat system 
is suppoiited \gy the well-to-do classes generally, who look upon land 

legitimate private property, and even by the great mass ef unidunking 
landless peAple who send a majority of landlords and friends 
lord^to ParUament at every chance they gel. If landowning is a crrBto* 
then the majority of the British people are aiders and abettors^f^it. 

. . . ’We must ^e prepared to give a fair value for the land whether it 
be h«d t>y a duke or a working man. ” (SAate Land Purchase, by Joseph 
Myder, p. 3 ) * • • 

The practical answer to ^he George ” or taxing-out sfcheme *’ 
is that it is not possible to separate th^ value of tbe land from 
the value of the improvements on it. "Anything which man* 
Icind has added to the natux^l land is capital apd sho^d, 
according to the George view, be inviol^e. In proposing, as 
*' the George scheme " does, only to allow for “ the value of tbe 
clearly dl^ixi^lishable improvements made within a moderate 



time/* ^^tal is bein^ cAnfisdn^. T^t ii^ sotn^bliig is being 
confi^4:ated whic^ was not stol^. If <me form of capital may 
t>e confiscated, why not all fosms ? 

The land hJatjon^liratiocp Society has formulated many 
objections to the ** George *' or taxing-out scheme '*%.part from 
its injtistice. Xh%y say it would be an interminable process, 
that it would not be effective—^witness the failure^f the heavy 
htod taxation in'CsFnada, I^ew Zealander Australia, tfi^ cheaper 
•land or eliminate landlords—that the public would not accept 
—«ti rrJ&ny persons are owners of small pieces of land, it 

wobld tend to i^prease *the number of landlords instead of 
reducing ^lem. 

The way in which the advocates of State purchase try to 
make out their case is very simple, and the3f do it with great 
ingenuity. They first endeavour to prove their basic axiom 
of “ the right to live ” by appeal to the great Sngl^h^pom- 
mon lawyers, writers on Sociology and authorities on Pofnic^ 
Economy. Having done that to their own satisfaction, 
they proceed to give at length illustrations of alleged des¬ 
potic and churlish action on tjie part of landowners. The 
favourites are the Highland Clearances and landlordism in 
IrelaxRlf Then in the same vein they bring forward a great 
collection of cases of alleged refusal of land by landowners for 
works of public importance, or exaction by landowners of 
what is said to be (without any evidence) a wholly unreasonable 
price for land for public purposes (see, for instance, CJjiapter V. 
“ The Extortion of High Prices for Land ” in T'he Case for Land. 
NaHottalizatio-n, by Joseph Hyder, Simpkin, Marshall & Co.). 
All these^vils are said to be directly due to private ownership in 
land. These cases, if they ever existed, are amply remedied 
by recent Acts facilitating the acquisition of land.^ leaving 
got s^^ar. every hardship or evil to which a farmer or agHcul- 
tum^labourer is subject is likewise imder the same chain df 
<3^3^hing ascribed (without proof) to p»rivate ownershij^ in 
landr If, therefore, the basic axiom is to be vindicated, private 
ownership must be done away with. Theife is mo logic ^«uch 
reasoning, even assuming that, the basic axiom ifi its widest 
extensipn is sound—as a matter- of fact it is not. All these 
illustrations show is that the present land s3rstem may. in certain 
^respects, require reform, not that it ought to be abolished. 
The argument nnflakes out no case for the complete eradicatlcm 

* SmsUl foldings and^..^Uotments Acts. 1908 to 19x9 : 

Tlxe Acquisition of iCand (Assessment of Compensadon) Act. 19x9 3 
Small XJandholders (Scotland) Ai:;ts, x886 to 19x9^ 

X.and Settlement (Scotland) Acts, X919 and xpax ; %tc. 



«vf the wiiole^ le^ :^<>t State pvfrclKaM. 

'Tii» fallacy luss in the wholly xtnproved assiim]ptioii that State 
ownership is the only alternative to an unreformed land 
system. ^ • 

Ttt«r Disadvantages of State Ownership of L.and 

It is difhcu^ to state succinctly the many objections^ to State 
ownership, of land : • 

(«) The first is the incompetence of the State through a rigid 
bureaucratic sRJministiation subject to political pl^sux to 
manage efficiently or economically a highly ^chnical industry 
lik^ agriculture, one whose conditions vary in every district 
and indeed on every estate (wliich is admitted by the Labour 
Party), or indeed the land on which the complex industry 
directly depends. 

(ii)_State purchase would entail an enormous addition to 
ourlNational Debt which we cannot afford, and for which there 
is no justification. ^ 

(c) If landowners were bought out, it is clear that the State 
would have to make itself re^onsible for finding annually a 
vast amount of capital for improvements, and also working 
capital for the very large number of peasant and othe^«mail> 
holding tenants. It would not. sfnd could not, do it adequately 
nor as satisfactorily nor to the same extent as existing land- 
owners. If it«did, this speculative use of national funds would 
he quit^ unjustifiable. 

(d) If it is desirable to cut up large estates and farms and to 
establish a v^st number of peasant holders in the shape of State 
tenants, and all the evidence from Ireland and other countries 
is strongly against the expediency of this course, it can be done 
without the abolition of private property in land. 

(g) CJrxe thing is certain, that State ownership vyll not tend 
tb increase production, but will have the opposite efibet. 

(/J It is equally clear that State ownei^hip involv86^te<;k 
improvement of the lot of the agricultural labourer, but rgtb<^ 
the weyerse. • • 

(g) Tliei^ is not the land irysnopdly alleged. • This appears 
fix>m the fact that over one-h^ilf of the cultivated land in Eng¬ 
land and Wales consist^ of holdings of comparatively smaU 
extent—8o per cent, of the existing f^roers farming holding^ 
of under loac acres. * • 

(A) Tenant farmers do not *want State purchase 

\ 

* See ILaptti Harold Cox. 2nd Bd.. 1906. ■ 

d: Co. * * 
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CHAPTER X 

THE LABOUR PARTY’S POLICY FOR UNEM- 
^PLOYMENT 

x.VVORK OR MAINTENANCE 

The Manchester Resolution of 19x7—^The Memorandum on 'War Aims, 
* 9 * 7 —^The Memorandum on Unemployment fitter the War, T917 
—^Tlxe London Resolution of 1918—The Prevention of Unemploy¬ 
ment Bill, *9*9—Labour’s Recommendations to the Industrial 
Conference, X919—^The Right Hon. A. Henderson’s Addendum— 
The Southport Resolution of X919—^Tlie Resolution of September 
19x9—The Recommendations of the Joint Committee on Cost of 
Living, September 1920—^Vote of Censure in Parliament. October 
q^20—Resolution of I>eccmber 1920—Labour's Refusal to Co¬ 
operate with the Government. ^21—Labour’s Statement of Policy 
for Unemployment. I92X-Manifesto on Unemplo^mient, X921. 

T ^E Labour Party claims to have foreseen the present 
prostration of indijstry, and assei-ts that it ^recom¬ 
mended in advance of the disaster complete preventives and 
remedies which, if they had been adopted, would have neutra¬ 
lized the present world-wide conditions of unemplo5ncnent. 
The successive statements of policy issued, and resolutions 
pa^ed by the Labour Party and the Trades XJnton Congress 
since 1917 on the subject of unemployment, disprove con¬ 
clusively any such claim of prescience. 

-- The Manchester Resolution of 1917 

Labour Party's Annual Conference in 1917 a resolvrtion 
as^ex'ted that the Government could, if it chose, prevent any 
coii^derable unemployment in this country, by ifiaintaigiing 
from year to year a “ uniform national demand ” <or Ibbour. 
This was to be done by co-ordinating the carrying out of public 
worlcs, AxiA of orders for State Departments and local authori¬ 
ties. ** To prepare for Jhe possibility of there being extensive 
*tmemplo3mient eifher in the course of demobilization or in the 
fixsd years^ of peace,’^ the Go'vemment was called upon to 
arrange for immedi£d 4 executipn, either directly or through 
^ local authorities, of the most i^rgently needed public works. 
These were described as hoixsing to the extent &f two millions 



sterlmgr, new ^bools, axtid siulways^ reorgaxiixatiozi 

of canals, afibrestation, land reclamations, liarbour develop- 
ment. etc. To reduce '^e rislaof adult imemploj^ment it was 
urged tbat the school age shoiiM.be raised to sixteen. s<^olar- 
ships established, and hours of labour Shortened for young 
people, and a 48-hour week introduced generally without 
reduction of wages. It will thus be seen that Labour, in X9Z7. 
in exercise 01 those powers of prevision now so amply arro¬ 
gated to itself, thought that unemployment after the war 
would be so limited in this country that it could bc^emsdied 
by the adoption of the simple measures motioned ab^oyw. 

The Memorandum on Wax A.ims, 1917 ^ 

In London, irf December 1917, a Mentora*idum War 

Aitns was approved at a Special Conference of the Labour 
Part3|j and the Trades Union Congress, and in February 19x8, 
was* accepted by the Third Inter-Allied Conference held in 
Ixindon of Foreign Allied Labour and Socialist^organizations. 
This Memorandum proceeded in the same strain. Section 5 
urged the Socialists and Lab«jur Parties of every county to 
press their Governments to execute numerous public works, 
roads, railways, schools, houses, etc., at such rate each 
localitj^ as would, when superadded to capitalistic enterprise, 
maintain a uniform demand for labour and so " prevent there 
being any unemployment." Then followed this fallacious 
propK>sitmn : " It is now known that it is in this way quite 

possible for any Government to prevent, if it chooses, the 
very occuixence of any widespread or prolonged involuntary 
unemployment," and this comment, " if such is allowed to 
occur it is as much the result of Government neglect as is any 
epidemic disease.” 

* * The Memorandum on Unemployment after th% ^Var. 

• 1917 ^ 

There was also issued, in 19x7, a Memorandum calle<L^i-^ 
of tMtemfloytnont after the War, adopted by the 
Joint ^omi^ittee on babour PrpblemS after the \Var, represent¬ 
ing the Parliamentary Comngittee of the Trades Union Con¬ 
gress, the Executive Cqmmittee of the Labour Pafty, the 
Management Committee of the General Federation of Trade^ 
Unions and the War Emergency Workefe* National Committee.* 
Its proposals for the prevention of unefnplo3mient worthy 
of analysis. It maintained that unless p^vented by concerted 
action there would be consi^rable unemplo3mient after the . 
war. and from*^these st>ecific causes, namelv. the discharge of 



naun i tlo n wodcers. de^a^ is drorks r*»maigirt!g .o vj ^ trtmt war to 
peace f)rodsction, congeetion of pott:s< demobi lization t£te 
Army and Navy, difik:ulties in securing adeqtxate industrial 
capital. Again tbe remedy rQc^somended was '^e maintenance 
from year to year of ^ uniforoi national demand foa labour by 
the C^verzxment «ind local authorities giving out th€ir orders 
'* in such a way as to make them vary inversely with the 
demands of private employers." The public woi^cs that were 
to be executed were much the same as before : housing schemes, 
’‘water and drainage works, parks, schools, public libraries, 
works planned l^y the Development Commission and Road 
Hoard and held'up owing to the war, the development of 
agricultural and rural industries on a national and co-operative 
basis, afforestation, and the execution of Government printing 
postponed during the war. The Government was also press^ 
to encourage works of which the output, like bricks and cement, 
were necessary for the carrying on of other work, for exainple, 
building. 

There could* be nothing plainer than this sentence in the 
Memorandum : " It may be ur^ed that no such action would 
keep up the demand of other countries for our products, and 
thus tlje export trades might fall off ; it may be assumed, how¬ 
ever, tiiat the principal export trades will certainly be biisy 
(coal, machinery, shipbuilding, constructional iron add ste^ 
amd all woollen goods) and the home demand fqjr cotton goods 
is also expected to be brisk." It is obvious, th^efore, at tbis 
date that the Labour Party never contemplated th^ present 
depression in our exp>ort trade. 

The proposals of this Memorandum were in* advance of 
previous recommendations. To enable local authorities to 
execute public works, legislation was demanded to facilitate 
the acquisition of the necessary land. The G ovaiiuifCnt was 
to use for ^'national purposes the 200 national factories, but 
fojtr Vrhat purpose the Memorandum is eloquently silentf A 
systematic plan of short-time with full wages was to be intro¬ 
duce for a certain limited period in Government ^ocky^ds, 
arsenals and factories, whvn the final adj\«stment to«pea£^time 
conditions was taking place. “Ib^revent an overstocked adult 
labour market there was to be no employment, partial or 
otherwise, of children under the school-leaving age, which was 
•to be raised to sixteen, ’^d only part-time employment up to a 
maximum of a 30-hounweek f on young people between sixteen 
and eighteen years, the balance,pf whose normal working week 
^was to be devoted xo physics^ and technical training and 
educatiim. Twenty thousand additional scholars were to be 


as sciaboi W bursaries granted to 

bbe seccmdaxT' schools, “tu tiv e asiU es and technical coll^;« for 
supils irom the elementaxy ^^ools, who would otherwise go 
nto indtKtry. Overtime was tp.he prohibited, and an 8-hour 
lay to be impost by statute. • 

The Memorandum claimed maintenance,* apart from the 
Pocw: Law, for all persons who were unemployed and for whom 
ao sriitable w^rk could be found. Where persons were entitted 
to imemployment benefit from the Trade Unions they should 
[eceive it and m addition be paid unemployment bem^t luader 
the Unemployment Insurance Acts ; l^e ratenf benefit, uxufca: 
those Acts, to be increased to a sum to be i^ed in ^grffd to 
the prevailing cost of living. Unemployed persons’^who did 
not receive bene^ under the Acts, and those who had received 
it, but had run out of it, should be paid maintenance up to a total 
sum per week fixed in due relation to the cost of living. Trade 
Uniens paying unemployment benefit were to receive a Gk>vem- 
tnent subsidy. 

In addition the Memorandum called for widfe extension of 
the National Insurance Act, 1911, and for abolition of its restric¬ 
tion to a limited number of t^'ades, and also for amendment 
of the National Insurance (Part II) (Munition Worker^) Act, 
1916, which brought in munition-workers and persons Aigaged 
in met^ and chemical indxistrics imder the Act of 191Z, and 
created, it wa^ said, invidious distinctions, as for example, 
between a worker who would be insured if engaged on a parti¬ 
cular article needed for use in war, but who would not be 
insuresd if engaged on the same type of article when it was 
needed for ordinary commercial use. The Memorand'H*' also 
called for amendment of the Act of 1916 in regard to its appli¬ 
cation to women, and for the extension generally to women of 
the Nalfional Unemployment Insurance Scheme. 

The London Resolution of 19x8 ^ 

wnen one passes to the year 1918, we find no indication 
ever^hat the X.jtbour Party had any premonition of the decline 
in trad€t which commenced in the spring of X920. pr were gift^ 
with any widening vision as to fhe remedies required to meet it. 
l^is appears from the proceedings of the Labour Party'stAnnual 
Conference in that year,*and from the resolution which was 
passed on the prevention of unemployiftent. *This resolution, * 
aftcnr declaring that the years immediatjply following the war 
woxxld probably include period^ of grave ^slocation of profit- 
making industry, called upon, the Government to arrange the 
carrying out of'the next succeeding tftn ye%rB' programme of 
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natiooial aiid local ig J v ePBa^pt wok1q», iocJudfng liotaalx^. 
schoc^, roards, railways, canals, harbours, afforestation, reclanui- 
tions, etc., in such a way as " any temporary congestion of the 
labour market may require." ^'Ihis resolution solemnly and 
without reservation^^mmitfed the Labour Party tO;^this sweep¬ 
ing generalization :—*' l^ow that it is known that all that is 
required to prevent the occurrence of any widespread or lasting 
unemployment is that the aggregate total demeftid for labour 
should ^ maintained year in and year out at an approxi¬ 
mately e»ren level, and that this can be secured 1^-nothing more 
di^cult or revolutionary than a sensible distribution of the pub¬ 
lic Orders for woV^ and services so as to keep always up tft the 
prescrilSiM total the aggregate public and capitalist demand for 
labour, together with the prohibition of ovej^ime in excess of 
the prescribed normal working day, there is now no excuse 
for any Government which allows such a calamity as wide¬ 
spread or lasting unemployment ever to occur.” 

One can thus realize what, up to the end of 1918, were the 
sovereign paxmeeas of the Labour Party for the prevention of 
xmei3nplo3nrnent after the war. Let us proceed to trace from 
and after X9X9 the recommendations of L-abour, which it is 
now ^id, had they been adopted by the Government, would 
have afverted the present conditions of unemployment. 

The Prevention Unemployment Bill, 19x9 

On March 21, X919, the Labour Party brought to second 
reading in the House of Commons their '* Prevention of 
XJnemplo57ment Bill,” which embodied only the old principles 
that I-abour had been advocating since X900, to meet seasonal 
and cyclical unemployment- The Bill in no sense met the 
present abnormal trade depression, and was rejected. It 
proposed to vest in the Minister of Labour all powers and duties 
in regard to unemployment insurance, the prevention of desti- 
tuti'^n, and the relief of the able-bodied poor. !■£ provided 
that the Minister shortld advise the Treasury how the various 
CS6^femment works and services should be organized and appor¬ 
tioned over difierent seasons of each year, and spresfcd^over 
difierent yeals, so as to regftdarize ” tne national aggregate 
demand for employment, including both public and private 
employment, as between the different seasons of the year, and 
as between the good add bad years of a trade cycle, and so, by 
maintaining at an approximately constant level the natiozml 
aggregate demand for'iabour both by private employer and by 
public departments,^ prevent ifreguBirity of em^oyment. It 
also put the Minist^ imder obligatien ta establish and 
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be was to provide fcnr a1>le-bodied persons ^titled to pdWc 
jassistance under tlie Act, and/or whom no smtable situation 

E old be found, such emplo3mi^t of an educational character 
d such physical and mental aA<? technoteg^cai training as he 
3tild fit. All persons admitted to such institutions 

Were to be provided by the Minister with proper maintenance. 
The Bill in addition prop>oscd to constitute as the local lonem-^ 
ployment authority, who were to act through an unemplo3mient 
committee, th^ London County Council in respec^^of ^he 
Administrative County of London, aqd the ^uncil of eveyv 
borough and urban district of a population or 20,000 or^^S*. 
and the county councils in respect of the rest of an i^minis- 
trative county. ^ach such council, acting through the unem- 
plo3anent committee, was to be bound to organize all work— 
manual or clerical—under its control, so as to maintain the 
labo\i]» demand in its district at a constant uniform level. 
In addition, each such council was to be put under obligation 
to provide every person, for whom suitable employment could 
not be found, with such maintenance as its medical officer of 
health might certify to be nec^sary to maintain such unem¬ 
ployed person and his dependents in a state of physical 
efficiency. All the expenses of th^Iocal unemployment sdithor- 
ities in earrying out the Act were to be met out of the local 
rates to the extent of a i.d. rate ; all expenses over the proceeds 
of a !<?. rate w^e to be recovered from the Treasury. There 
was no limit whatever to the charge under the Bill * upon 
national '■funds. 


Labour’s Recommendations to the Industrial Conference, 29x9 
The next important declaration in 1919 by Labour in respect 
of unemployment is contained in the Report of the Pro- 

JoifU Committee presented to the Meetireg of the 
Industrial Conference, Central Hall, Westminster, AprU^dt 
•xprp * {Parliamentary Paper, 1920, Cmd. 501). It will be 
remembered, that op February 27, 2919, the Government 
callecf t og ether, tinder the shadowof ajniners' strike, a Confer¬ 
ence consis^ng of representatives of employeriP and Trade 
Unions to consider the industrial situation. That Conference, 
after expressing its opinioi>that any preventible dislocation of 
indmtry was always to be deplored and^ in the then existing 
critical period of reconstruction might be disastrous to t^je 
interests of the nation, resolved to appomt a Joint Committee 
to consider, amongst other things, the question of unemploy- 
* A similar was introdi^ded in tbe Season of 1933. 
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atives and also by tbe Trade 'Ubjons' representatives, the la^tter 
representing all tbe great Tra^e Unions, witb tbe exception o€ 
tbe iailwa3anen, tike minex% %.nd tbe transport M^rk^rs. 

In tbeir Report the Committee stated that they had not had 
stdhcient time at their disposal to investigate thoroughly the 
•problem of unemployment, and therefore would only indicate 
briefly some of the steps which might be taken to minimize it 
o^all^taate it. As aids in this direction th^y recommended 
shor^time, the working of overtime only in special 
^.postponement, until bad times, of Government^non- 
urgent'Contracts, prosecution without delay of a comprehensive 
housing programme. State development of i^w Industrie such 
as afforestation, reclamations of waste lands, development of 
inland waterways and, in agricultural districts, the development 
of Ught railways and/or road transport. In addition tfa^jCom- 
mittee recommended that the normal provision for maintenance 
during uneit^loyment should be on a more adequate scale, and 
be*wider in its application than was provided by the then 
existinjg Unemployment Insvflance Acts, and advocated the 
exte nsi on of the 2 ^ational Unemployment Insurance Scheme 
to uiltler-employment (i.e. workers on short-time or casual 
employment for less th9.n a full working week). They also 
recommended the provision of facilities whereby workers 
while unemployed and in receipt of unem^o3anent benefit 
could obtain access without payment of fees to opportunities 
for _ continuing their education and improving thetr' qualifi¬ 
cations. Child-labour, they advised, should in *imes of unem- 
plo3mient be limited, and sickness and infirmity benefits 
increased, the age of qualification for old age |>ensions reduced 
sJid the jimount of the pension increased. 

The Right Hon. A, Henderson’s Addendtun 
'The Memorandum by the Right Hon. Arthur Henderson, 
mi behalf of the Trade Unions’ representatives, appended to the 
Report, deedt further with the question pf unemplqymeat.*' This 
Memorandum, while in no ^ay disagreeing with the Joint 
Report which the Trade Unibn representatives had signed, 
stated (p. V.) that '* the preventiorf of unemployment and pro¬ 
vision against unemployment should have been one of the &st 
thoughts of the Government as soon as the question of industrial 
reorganisation began to be ^ considered. The workers fully 
understood that st€ps were ben^ taken to bring into immediate 
operatiem, upon the concliision^f hostilities, a permanent sefaeame 
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nms3a%muem <3^ tlw i3xiei3a^03^ wriiere tlus^uld 
TOt ^ a&iie. Further. “ w<^&u« of opinion that the unequal 
oistnhution ox wealth which pmor to the war kept the purchas- 
ingr power of the majority^ of tke^ wage-earners at a low level, 
co^titutpa a primaupr ca\ise of unemployment^' Then followed 
this finding (p. viii); " We are of opinion that a general 

increase in wages by improving the purchasing power of the 
work^s would have a general and permanent effect in tKfe 
direction of ^^piiting continuous unemployment by^ringing • 
consumption up to something more like equilibrium wth 
production." * 

'rtiey accordingly recommended (p. viii) first :—the appoint¬ 
ment of a sub-commission to investigate (i) the whole problem 
of unemplo3mienr and especially under-consumption as a cause 
of unemployment; (2) the allocation of all Government con¬ 
tracts in such a way as to steady the volume of employment, 
and (3) the co-ordination of orders given by State Depart¬ 
ments and local authorities ; secondly, the establishment of a 
comprehensive scheme of unemployment provision extei^^ling 
to all workers on a non-co»tributory basis, providing for 
adequate maintenance of all workers unemployed, and for the 
making up of maintenance pay. to workers under-emjJloyed 
All were to receive a fiat rate of benefit with a supplementary 
allowance for dependent children.* The scheme was to be 
administered directly through the Trade Unions, or, where 
such we®e not available, through the Employment Exchanges, 
which ^wsere to be placed under joint committees equally 
representative of employers and Trade Unions. The Govern¬ 
ment were to pay to a Trade Union, providing an additional 
benefit out of its own funds, a subsidy equivalent to 50 
per cenf;. of the amount expended by the Union on unemploy- 
n%ez^ allowances. In addition special provision was recom¬ 
mended foX'ii^he maintenance of widows with dependent chil^en 
and tor thS endowment of mothers " to prevent their t^ng 
forced into»ind\istry against the interest of society." 


The SourtJiport R^solutx&n of 1919 • 

In June xqxq, the Labour* Party again considered at its 
Annual Conference the question of unemployment, and passed 
a resolution that full and adequate maintenance should be 
granted by the Government, through lAe Trade Unions c^n- 
ceroed, for unemployed peisons, mothers with dependent 
children and unable to work,* juveniles ^leaving school and 
becoming tmexqployed below*«the age of^eighteen, women 
, luai*. 



recexving; training xt^kt^ sciMia^, 

and women whose ont-of-worlc ooiiation had ceased and who 
had not secured smtable worls^rom the Xn.bour Exchanges. 

The Resolution* of Septennber X9X9 

Again, in September 1919, the Xrades Union Confess jxissed 
a resolution affirming the right of every member of the com¬ 
munity to work or to the receipt of maintenanc€, and accord¬ 
ingly called upon the Government to regule.te national and 
Io<^l acihorities* work, and to organize schem^ of “socially 
necessary “ work so as provide employment, and, failing that, 
to^^jqpvide adequate maintenance for all workers who ^uld 
not suitable emplojnnent, and facilities for training while 

they were out of work. This resolution contained this inter¬ 
esting sentence ; “ It deplored the inaction of the Government 
during the past year which had wasted the resources of the 
nation by allowing hundreds of thousands of willing workers to 
remain in a state of enforced idleness at a time when the needs 
of the world' called imperatively for increased production." 

Th® decline in trade and failure of demand for commodities 
first appeared in the summer of 1920, and gradually increased 
in severity as that year went on. 

The Recommendations of tfie Joint Committee on •Cost of 
Living^ September 1920 

In September 1920, a Joint Committee on the Cost of Living 
was appK>inted by the Labour and Co-opKjrative movements. 
That Committee made certain recommendations wfci^h were 
not original but a mere reiteration of matters whioh the Govern¬ 
ment had previously indicated were of prime importance in 
connection with the restoration of international trade. The 
measures which this Committee claimed to be essential for the 
revival of- industry and restoration of trade werS as follow^ : 

(x.) The re-establishment of international peace • 

(2) The definite fixing of war indemnities at reasonable 
dfUbunts ; 

(3) Rehabilitation of . currencies ; • 

(4) In countries where a return to ftie gold standard was 
impraaticable, the establishment of a new parity of exchange ; 

(5) The exchange of goods between different countries by 
barter pending re-est^blishment of the machinery of exchange ; 

Jfi) An intem&tionaL loan by, the League of >Tations to enable 
impoverished countries to resume normal production. 

But there was nothing in this programme'which was not at 
this time well und'^ur the consideration of the Government. 



On October ai. X920 (see ^arliammOmy Debates, Vol. XS 3 » 
. 1115), the X^abour Party unsuccessfully moved a vote of censure 
in the fo|^wing terms : 

'* That fTouse views with regret the growing volume of unemploy¬ 

ment. and. recognizing the respoxisibility of the State towards membem 
of the community who are bereft of the means of livelihood, is of opinion 
that every possible step should be talcen to arrest the decline in trade 
and industry a^d to provide work or, in default, adequate mstfkiteqgnce 
for those whose labour is not required in the ordinary market." 

'Ehe current views of the Labour members in respec^^?^un- 
emplo3m:ient were very fully stated, and the parliamentary 
debate should fee read. Shortly put, their points wm‘e 
these : 

(1) Xhe unemployment problem is a national problem ; it 
caif^ Rnly be successfully solved by the State ; it ought not 
to be left for local treatment by local authorhies. 

(а) Work should be found by the Government for every 
worldess citizen, willing to work, and, failing that, adecfuate 
maintenance. 

(3) Xhe volume of agriculture should be increased an^Usmall- 

holdings encouraged. • 

(4) 'iVade relations should be .established with Russia, 
Bulgaria, Xurkpy, and other former enemy countries. 

(5) Xhe Government should establish new trades and indus¬ 
tries in *th is country. 

(б) Public works should be undertaken, like afforestation, 

main and other roads. • 

Critically read, the debate seems strangely banren of any 
really constructive suggestions by the Labour Party. 

La-tef, on December 16, 1920, the Labour Pajty sent a 
<^^titation to the Minister of Labour to urge him to 
accept the following propositions in regard to tmemfllby- 
ment : 

Xhat*unemployment insurance is no remedy; 

(2) That* it is the •Government's tiuty to provide for the 
unemployed useful work in ^ various Gove rn ment establish¬ 
ments ; 

(3) Xhat a grant should*be made to ^he Distress Committees 

under the Unemployed Workmen’s Act, Z90£, in order that * 
local schemes for the provision of wferk might l^e put * in 
hand; . 

{4) That the principle of tlje out-of-wc>lk donation granted 
after the armistice should be restored Tor benefit of every 
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xmemi^oyed person 'ico vWed yyy' tutensployx&e^ instarance^ 
and that provision should t>e m^e -whereby persons at present 
unemplo3^e<i, but not covered b^r the Unemployment Insurance 
Act. womd receive benefits ,amder that Act. 

This last point ^as conceoed by the Gk>verm»mt subse¬ 
quently in the flouse of Commons. * 

• Resolution of December X920 

On December 29, 1920, the Labour Party Coijference, called 
to consider the^report the Labour Commission in Ireland, 
prdbe^dcd somewhat inconsequentially to discruss the prc^lem 
of unemployment in Great Britain and subsequently passed 
the following resolution : 

" That this Conference, realizing that the growing volume of unem¬ 
ployment and under-employment is due in a large measure to the inter¬ 
ruption in world trading following on the war and the defective peace 
treaties, in addition to the folly of British and allied policy in relation 
to the Soviet Government of Russia, condemns the British Government 
for the unwarrantable delay in securing peace and opening trade 
relationships with the Russian Government. 

** The Conference further condehins the Coalition Government for 
failing to make provision for the prevention of unemployment and for 
the prt^:»er treatment of unemplo;yed i>ersons ; it calls attention to the 
fact that in February 1920. the labour Party in Parliament ii^troduced 
its Bill for the prevention of ^inemployment, containing provisions for 
the maintenance and training of unemployed p^sons. which the 
Government refused to accept 

The last paragraph of this resolution is importan^][^It has 
been customary in recent years for Socialist advocates to assure 
the workmen that unemployment can never exist -under any 
of the types of socialistic organization of industry, but that it 
is an evil peculiar to what they call the “ capitalistic regime," 
and that unemployment is merely one of the deviceS of the 
enrmloyer to break down Trade Union conditions and so lo-wfa: 
wages. How exactly the consxuner, who, after all, is the pferson 
vdio really controls the production of commodities, is to be 
persuaded to consume and pay for more dbmnvodities -under a 
socialistic ox^anization of ind^^stry thafta imder aP ca^ntalistic 
S5^tem^ is not—perhaps wisely, so—explained, but the sug¬ 
gestion* of the final paragraph is th^t were the present " per¬ 
nicious economic systqin " abolished smd the 1 -abour Party in 
power, then if its GoVemm4mt were unable to pro-vide work 
It bould 9.nd would provide ihaintenance and. the ordinary 
worker is told, at Trade Union rates of wages. As to how 
such scheme is to^be financed» the resolution is sagaciously 
silent. 
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'mMm tlae Government, 

In Jauanaxy xqsx, the Gov\ximent decided to set up two 
Committees on unemployment and invited labour to join 
one of thedCommittees. ]La.bouf took the*view that the terms 
of r e fer e hce were too narrow to serve any* useful purpose, 
whereupon tjje Government at once expressed its willingness 
to widen the terms, but on January ii, at a Joint Committee 
of the Parliamentary Committee of the Xrades Union Congress 
and the Exedative Committee of the Labour Party^ it was 
unanimously decided that Labour would not «accept the ipvi- 
tatioua of the Government to join in any inquiry intq,«unem- 
plo3mient. The public resentment aroused by that attitude 
soon convinced •fee ILabour movement that it had put itself 
entirely in the wrong, and it tried energetically to put the 
blame for its decision on the Government. Labour leaders 
cha^^d the Government with lack of frankness and straight¬ 
forwardness in regard to the terms of reference, without giving 
any corroborative particulars whatsoever beyonS that unsub¬ 
stantiated general statement ; they contended that co-operation 
with the Government had never led to anything—forgetting 
entirely the many benefits which during tlie war were g^ured 
to X.abour both in rates of wages And conditions of employment 
wholly through co-operation with» the Government. Truly 
memories were^short. Then finally Labour unconvincingly 
charged the Government with failing to keep faith, or, if faith 
had b eeii kept, with keeping it unwillingly and ungraciously, 
and only~as a result of Labour’s agitation. The first proof 
adduced in Support of this latter contention was the action 
of the Government in regard to the Joint Industrial Con¬ 
ference of iqig. The Conference, Labour said, was originally 
called by the Government ; the Joint Committee presented a 
tmaflimous report which the Conference accep t ed ; flie Govern¬ 
ments took no action to give effect to the recommendation^ of 
the report and the Committee ultimately resigned, and Jhe 
Conference dissolved. The second case on which La.bour relied 
was thSit oS the Roya^Commission ^n the Coaf Industry of 
X9Z9 ; the majority findings, recommended alteration of the 
then existing system of control of the mining industry- ; “to 
these the Government refused to give efiect.” The inaccuracy 
of this statement will be seen from Chapter XIV. The Govern¬ 
ment wotild not accept natienalirsatidm. “Labour," so- it 
was declared, “ has lost all fai^in the good intentions of the 
Government, and refuses to al^ow itself tc^be used once again 
as a smoke srrrften.** * * 



X.«boor% Stat«tn«fxt* of 3Pc4ie4 t^x^tnploycnent, xpstz 

As a counterblast to tbe Gover|pnent*s Committees of January 
X921, the labour Party in that month produced an elaborate 
programme to deal ^th \m«rfplo3mient. This will* be found 
in a pamphlet ^entitled. XJ■nefnpioyTnent: A £,abouf^ Polity, 
issued in January Z92X. The whole of the su^grestions fall 
under two main heads : 

(i) Maintenance of the unemployed and imder-employed, 

an^ ^ 

Provision <>£ worla 

Tne-^ategorical demand was repeated that work should be 
provided by the Government, and that if work is not, or cannot 
be, provided, then all unemployed and under-employed should 
be fully maintained at the expense of the State. 

In regard to unemplo5rment benefit, every one for whom no 
suitable work was available at the Employment Exchanges, 
or through his or her Trade Union, was to be paid maintCTjance, 
which, including benefits under the Unemployment Insurance 
Acts^ should amount at least to 405. per week for each house¬ 
holder and 25«. per week for each single man or woman over 
eighteg^, with additional allowances for dependants. Increases 
in these rates were subsequerrtly claimed as the year went on. 
Neither maintenance nor benefits under the Unempro5unent 
Insurance Acts should be limited to any period of time, but 
should continue as long as no suitable work was available. In 
the case of imder-employment resulting from short-^tmje, the 
maintenance allowance should be of such an amount~a^ when 
added to the actual earnings, would yield a sum'equal to the 
amount of maintenance which the worker would receive if he 
were totally unemployed. 

Training schools were to be provided for womcp attracted 
into indii^ry during the war but who, aftCT the war, fdiinxl 
themselves unable to secure permanent peace employment. 
The local educational authorities, assisted by grants from the 
Ex<^equer, were to provide courses of training fpr Unemployed 
male worker^.. To relieve adult unen^k>yment the BOard of 
Education should be authorized fit any time to raise the school¬ 
leaving *age, and should be restrained from discouraging local 
educational authorities from making'by-laws raising the age of 
fi^-time attend^ce. -iLocal education authorities should be 
urged to submit fresh schemes for schools, etc., rmder the 
Education* Act of 19x8. Any exemption from school attend¬ 
ance below the age 01 fourteen tq be made ill^^al; local educa¬ 
tion authorities tf( proceed wich schemes of' ** continuatiem 
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places m secondary schools aniH provide maintenance allowances 
to all freo>place pupils in neeAof them. The number of free- 
places in all centres of high^ ^ education to be increased, 
mamtena»ce allowances to be given uiider grant from the 
IBoard or Sducation to persons holding such *p]aces ; training 
centres for ypimg persons unemployed to be opened by local 
educational authorities under grants from the Hoard of Hduc^ 
tion. 

“ Socially iTfecessary " work was to be provided for all. 'Tfliis 
was to be facilitated by the withdrawal of juvtnile labour^and 
the general introduction of a ^-hour week without reduction 
of wages, coupled with a drastic regulation of overtime. The 
work so providAi should not be “ relief works,’* but of a 
** socially productive character " carried out under regular 
wage^aming employment by workpeople in the appropriate 
tranes. Work merely providing employment for the unem¬ 
ployed without social results was characterized wasteful for 
the co mm unity and demoralizing to the workers. 

The L.abour Party tries of sei^olicy to make the Govemflient 
the scapegoat ; so the Report delivered itself as follows : 


“ 'We recognize tliat tlie insensate jpolicy of the Governmeit^during 
the last ^wo years both in home and foreign affairs has brought the 
nation to the point at which wholesale aelief is the only alternative to 
wholesale starvat4pn, and that those who suffer by it must be provided 
for directly out of the pockets of those more fortunately situated." 

In <acfl^ to increase the volume of employment the Govern¬ 
ment was enjoined to put in hand, at once, as much as possible 
of its works programme for the next decade, and catxse com¬ 
modities ultimately needed by the State to be manufactured 
forthwith ; and local authorities and public bodies were 
similarly c^led upon to anticipate their requirements. Road 
iAiproveroents were demanded on a much larger scale, and 
afCoT^tation and foreshore reclamation. Then came ^he 
recommendation that the Government should compose its 
differences *with, th^ Huilding Trade Unions by giving them a 
guarantee df an adeqm^e miniy^um Ifousing programme for the 
next five years, so as to meet " their reasonable claim for 
safeguards against un^jnployment ’’—this to induce the 
Huilding Trade Unions, who had more bousing work than they 
could do, to allow unemployed unskilled Inen, wiainly ex-service 
men, to enter temporarily thfe buildutjg trade ! Tbe report 
allied that many raw materials and oth^ necessary supplies 
were being held up by capitaliigts, for mstaDoe, cement, bricks, 
ligfrt castings ; *to remedy this suppositit^us state of affairs 



3^. imiin iiiiffiiiWfMTiMiniiniiiiiiiin iiiiiim a i 

iiae.MS<> 3 tazbbmt :«ffeps 

ti&e pTOidhseticm of Chese matea^lls in tlie required quamtxfeMS. 
An enormot^ amount of work <fc. respect of the ccwostruction, 
improvement and repair- of.x^ilways^ roads, waterways and 
harhours, it was ^pidfoiight no longer to he postponed^' ^ Schools 
and other public btiildings should he hullt. The emhargoes 
laid upon horrowing hy local authorities should» be removed 
smd loans provided for them through the Public "Works Com¬ 
mission's or otherwise by the State to enable ^em to c^rry 
ou? local public works. The Government was required to 
resume through*county • agricultural committees its war-time 
powers to enforce the proper cultivation of land. ^ 

Then follows a series of measures for the restoration of 
overseas commerce. The root of the problem of unemplo5rment 
lay, it was said, in the revival of industry and of commerce 
abroad. “ The Government had shirked that duty,'* and^these 
were I.abour*s demands : ^ 

(a) An end. to be put to wars, and all expenditure on arma¬ 
ments and semi-warlike expeditions in this and other countries. 

(bj The immediate inception of trade with Russia, and 
normal political relations with the Soviet Republic. The 
Russia^> Government was known to be ready to supply to this 
country large quantities of timber, hide, flax, platinj^m and 
gold in payment of extensive supplies which it ne^ed of railway 
equipment, means of transport, agricultural m«.chinery, imple¬ 
ments of all kinds, clothing, boots, and a thousand and one 
other commodities. This necessitated and jus^lJ&ed the 
immediate conclusion of an effective trade agreement with 
Russia.* 

(c) The restoration of production in, and trade with, other 
continental countries, but not under the export credits scheme 
of the British Government—which is “mer^y an«attSnpt to ' 
enable British manufacturers to palm off their surplus goods 
upSn foreign countries instead of suppl5nng the goods to those 
countries which they really need.’* The ordinary normal 
course of intemation^ trade is then described, wit£i this na-lve 
observation.* " At pres&it, hpwever,•‘’conditions “in Central 
Burope^ are such that, without further assistance, it is v^y 
doubtful if this normal trade transaction would be carried 
out.** The report is most admirable in its modesty as to 
what “ further Assistance ’* it recommends. We may assxune ' 
that if a .recommendation had been available, that would 
stand criticism, it ^ould have been proffered. 

The only propc^als which t|iie Report advocated were as 
follows: r ' ■ 
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£l-l»otli z'lNisonaible and pract^ible in order to end uncertainty 
\^d encourage tlie re^esUiblaltiinent in Germany of normal 
production. ^ 

•^3) CrgdH^ to be provided for"* several European countries *’ 
(umortunately left anonymous), and to be d^oted to the pro¬ 
duction of cammodities of which there is no danger of over¬ 
production, and the provision of transix>rt facilities ; the 
granting of t^ese credits to be conditional on the ren^pval by 
the beneflting-state of all barriers against trade and *on 
rehabilitation of its currency. • • 

(3{^A11 Governments boldly to intervene to arrange on a 
large scale the barter of whole stocks of surplus commodities. 
" This, while 3delding no profit to speculators, would do much 
to revive economic prosperity and set going the wheels 
of Tn^iistry." 

The reorganization of the continental transport systems 
and the institution of unified control, under th® League of 
N'ations, of the railway system between Germany and Russia. 

(5) The encouragement an<^ f\illest possible use, for frade 
transactions, of the Co-operative movements of the various 
nations of Rurope. ^ 

The Report expressed a halting agpreement that large sums 
of money would be reqxiired in respect of the maintenance of 
unemployed arjd under-employed, the undertaking of work of 
social utility, and the financing of schemes for the revival of 
3 ritish.i])jlustry and the restoration of industry and commerce 
abroad. It did not attempt to discuss how this money was to 
be provided ; it disposed of the whole question by this facile 
observation : “ We shall be met at once by the criticism that 
svtfficient money cannot be found to meet our demanc^. We 
do no^ believe it. We refuse to be put off during^this grave 
national orisis, imperilling the welfare of the whole population, 
with* pleas of financial stringency." Reference was mad^ to 
large suixis^of money which, it was stated, were being spent by 
thte Governmmt on unjustifiable purposes, for example, on 
expedRionS in Mes'op^ta.mia, operatidhs in Ireland and in other 
places. Money, instead of being so expended, should be devoted 
to the relief of unemplo3mr\pnt. If such retrenchment of military 
and other wasteful expenditure did i^t yield the total sum^ 
required, then, said the Labour Party, ** other resources mi»t 
be tapped," but those resources are not indicate^ ** VSThile 
an increasing number of families axe dailv sinking into starva¬ 
tion, the well-to-do classes have suffert^ minor embarrass- < 

meots.^ Ltixurfes xpust go, if needs beT to provide the means of 



zaa TS£ 

life and livi^iliood.; 
financial sch.^ne. 

Manifesto on Unemployment, xpax 
Xhe last import^iat announcement was the Mitt^festo en 
U^itm^oyme-nt issued, hy the Parliamentary Committee of 
the Trades Union Congress and the I^ational executive of the 
]i>al>our Party after the Trades Union Congress at Cardiff in 
792X, "^or the information of the Government and the public." 
It declared, in now familiar language, that unemployment is a 
national problem, and that the Government is wholly wrong 
in adopting measures of local treatment. I^o district,^t is 
asserted, has any control over, or any responsibility for, its 
un^nployment. To make districts responsible is to subject 
working-class areas of low rateable value to excessive and 
unjust burdens which they cannot bear and which ough^in 
equity to be spread over the whole country. The P^ty 
expressed its^ strong objection to the limited advances made 
by the State to the local authorities in respect of relief 
works, especially to the nece^ity for so much expenditure 
being raised by local loans, by that method placing, it was 
said, the burden upon the backs of ratepayers of the very areas 
whose affliction was already th% greatest. Once again th^ Trades 
Union Congfress at Cardif&» reaffirmed what was described as 

the fundamental principle-" the duty of the State to provide 

work or adequate maintenance for every willing worker." 
Accordingly the Government was required to digeontinue 
countenancing wage reductions, and to stimulate normal pro- 
duction»by maintaining the purchasing power of the workers 
and thereby sustain the whole market. It is a^o affirmed 
that sufficient orders for work to relieve unemployment will 
not be fortjicoming except on the basis of nationsd cx’edif. JThe 
Government Departments are urged to anticipate, * and now 
pla%e orders for, their future needs, and the Government Itself 
is recommended to place substantial orders for staple com¬ 
modities with manufacturers, at prices agrehd after an examin¬ 
ation of costs, and to ekport these cdhsmodities <»F»cl^dit to 
continental countries needing tliem, selling them either directly 
to the * Governments of those coup tries or to Co-operative 
Societies or other organizations in them, and at the same time 
* to arrange for tlve sale or other disposal at home of any remain¬ 
ing portions of the steaks of sach commodities. In addition 
a 40-hour working week should be introduced. This, it is 
esaid, would result (i) the maintenance of the morale and 
efficiency of the pebple (ii) the^ mamtenaxtce &f machmery in 
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maintenazkce and improvement of the home trade and the 
stimulation of foreis;n comm^«e; (Iv) the saving of enormous 
sums on unemployment benefit and poor law relief. So, it was 
dahned, tl^ problem of unemptoVment cbidd be reduced to 
proportidhs capable of being adequately dealt with by public 
works. The^^ formed the next consideration. The Govern¬ 
ment was requested to prepare a list of schemes of national 
works in the order of their demand for labour, giving preference 
to those moSt calculated to foster the revival of industry, 
comprehensive housing schemes to Ta^ included prominently 
amoxigst them. The Government’s distinction between 
schemes of public works as revenue producing and non-revenue 
producing, it waS admitted, was sound, and should be main¬ 
tained, but in the case of the former, the Government shotrld 
make a grant of 75 per cent, of the necessary expenditure 
and lend the remaining 25 per cent, to local authorities free of 
interest for three years, the rate of interest th^eafter being 
3 per cent., with arrangements for repayment at^stated inter- 
vaJs. In the case of non-productive schemes, the Government 
to make a grant of 90 per cen?. of the necessary expenditure 
and lend the remaining 10 per cent, to local authorities Tree of 
interest jfor five years, at the efid of which time inter^t and 
repajmient should be the same as in. the case of the productive 
schemes. “ If, however, omplo57ment is still not forthcoming 
for all workers, provision for maintenance must be made by 
means of unemployment insurance benefits on an adequate 
scale.^ 

In Part II of this book it will be seen how far the Government 
has gone for the purpose of alleviating unemployment in 
the directions desired by Labour. 




CHAPTER XI 

THE LABOUR PARTV’S POLICY FOR UNEM¬ 
PLOYMENT 

• 3 S. ITS IMPRACTICABILITY 

The Unsoundness of the Rig^ht to Work—The Failure of 'WoaJc o^Slain> 

tenance in France-Impossibility of Providin^r Suitable Work—— 

Employment Depends Primarily on Demand—The Farm Colony 
Fiascos. 

T he utter impracticability of Labour's principle of “'wvjrk 
or maintenance " is almost self-apparent. The primary 
cause of uneifiployment is want of work, the result of economic 
forcas, but the cure of unemployment, according to Labour, is to 
be the provision of work by the Government in the teeth of ad¬ 
verse economic conditions. The work is to be " suitable work," 
and ol^piously must be either (i) the production of commodities 
and sei*vices which the consuming public will buy, that & to say, 
remunerative work, or (2) the execution of pul^^ic works which, 
up to that time, have not been constructed, but which, although 
economic circumstances have not justified their construction 
before, are deemed proper to be carried out if work has to be 
found 4 pr unemployed persons. Their appropriate name is 
*' relief works." The maintenance is to be such weekly sum as 
the local medical officer of health deems necessary to maintain 
each unemployed person and liis dependants in a S'i.ate of 
physical eiiiciency. The Unemployed 'Workmen’s *^ill, ifitro- 
dtiised by Mr. Ramsay MacDonald in 1907, was the first Bill 
enunciating the right to work. In 1908—9 similar Bills were 
introduced by the Labour Party under 1 »he ^me title. ^ In 
1910—11—12, Bills for the same object, called The Rigl^te 'Work 
Bill, were introduced by members of the Party. 

The XJnsoundness of the Right to Work 
Attempts were made' to describe this principle of work or 
maintenance as 'che log^c^l result of the Elizabethan Statutes, 
under which parish authorities were bound to provide work for 
the unemployed at y ages paid out of a fund collected from per- 
*^sons of substance iif' the <parish, at first voluntarily subscribed. 



hmt 'l»t««'- .3n»^ifeii hy'tikit^ ajid. were accuaPtomed to grant " z^ef 
in lieu of labour '* to pcsrsons ogut of work, for whom work could 
not be fo^md. Owing to th^ difficulty of finding work the 
overseers resorted largely to the latter alternative. The Labour 
Party's fifaiU, needless to say, ^ifiitted the stem Blizabethan 

methods^rovided by law for treatment of the Vork-shy_^whip- 

^ng, boring ^through the ear—and for those who ran away, 
imprisonment for life. The social and industrial abuses to 
which the S5rstem gave rise in the early days of the nineteenth 
century are well described by Mr. Harold Cox in Chapter* 5, 

The Right to "Work," of his book Ecofiotnim Liberty. It is 
to bleared Mr. Thomas Pearce (p. 57), labourer in husbandry, 
who was*"S!Eamined before tlie Poor Law Commissioners of 
1834, would eveh to-day experience similar treatment. 

• A-skeU wliether in liis parish there were many al:>le*lxx 3 ied men * upon 
the parish,' he replied : 

^ There are a great many men in our parish who like it better 

than being at work. 

“ Qvies. 'Why do they like it better ? • 

^ns. They get the same money and don’t do half so much work. 
They don’t work like me : they b^’ant at it so many hours, and*they 
don’t do 80 much work when they be at it. They’re doing no good, and 
are only waiting for dinner-time and night ; they be'ant working, it's 
only waiting. • ^ 

Qttesm Kow have you managed to live without parish relief ? 

" Arts. By working hard. • 

Qt*es. W’hat ^o the paupers say to you ? 

“ A*ts. They blame me for what I do. They say to me. What 
are you working for ? ’ Isay. ‘For myself.’ They say, ‘ You are only 
doing towsave the parish, and if you didn’t do it you would get the 
same as another man has, and would get the money for smoking yoxur 
pipe and doing nothing.* 'Tis a hard thing for a man like ne.” 

The Failure of ^A^orlc or Maintenance in France 

Oi^e^ould have thought the experience of the French Revo¬ 
lutionary •Go vemment of 1848 would have been conclusive as 
to thfi^ right to work. Louis Blanc had published, in 1839,Tiis 
great worl^ Organisution dt* Travail, in which ho preached 
th^right to work Sind urged on the French Government the 
advantkgRT of its embarking industrial production. The 
Government was to raise a ^rge loan, and with it ^establish 
and equip national fact9ries in every branch of industry. 
^Vorkmen were to be employed, but* were to determine by 
popular cilection the grades of the different workers. The net 
profits were to be divided into three parts, one to be distributed 
equally among the worker’s, the second ^ be devoted to the 
maintenance of the old, incapacitated an^ the sick, the third 
to orovide canithl for extensiohs and renewals of the indiistrv. 
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The French Government apjxrhrted EiriB* Thon^ W» eet 
atetiers fuzHonaux, having' previously issued a decree that the 
Provisional Gksvemment of th^ Fren<A Republic bomad itself 
to guarantee the existence of the worker by m^ns of work and 
to guarantee work for all its citizens. The comic and the tragic 
side of that grettt adventure are weQ described in Htstoire des 
Ateliers Nationaux, by Emile Thomas, and in The Right to 
^Vork, by J. A. R. Marriott, M.P., Oxford University Press, 
and are too well-known to require repetition. They proved a 
d^ast^us industrial and economic failure, whiCh of itself led 
directly to thew revolution of June 1848. 

Impossibility of Providing Suitable WoPtt.*- ■ 

At one time Labour proposed that onlj^ work should be 
provided for every unemployed person, not “ suitable work,^' 
but the ludicrous absurdity of this proposal became too obvious 
when it was seen to involve, for example, the transference of 
the skilled shipwright or boilermaker from the Tyne or the 
Clyde to work on afforestation in the Highlands of Scotland, or 
on i^admaking, or some other work of which they had no experi¬ 
ence, in another remote part of the country. Now the demand 
has b^n modulated into one for “ suitable work," which, at 
any rate, looks more sensible on paper. "Whatevei; chance, 
however, there may be of hnding some work for persons unem¬ 
ployed, there is much less scope for finding suitable work. The 
lines of demarcation, which confine in water-tight compartments 
the work of every trade, are so closely drawn, and the determin¬ 
ation of every Trade Union is so inflexible as to allow*at no time 
any other person than its own members to engage upon the work 
of its particular trade, that at times of trade depression it is 
most difficult to find suitable work. If no suitable work can 
be found in the district, it can hardly be suggested IJiat ih tim^ 
of depres^on shipwrights and boilermakers on the Clyde, *if 
thtey are out of work, should be moved to other plac^, for 
example, to the T5me or the Mersey, where there would be, 
from the nature of things, local men of their c«vn*craft avail¬ 
able. «, '■ 

, Employment Depends Primarily on Demand 
If workers are employed to produce commodities and services, 
and nobody wants to, l^y them, it is obviously absurd to pkLce 
workers on tha^ class ‘of production. On the other hand, if 
they axe called upon to produce commodities and services 
which people do want and are*prepared to buy at a remuneiu- 
tive price, those gbods* and services can, and oug^t to. be 



X9y 

provided ctt<»«itta*y meaadnery ^of indtistty which is 

normally engaged upon their production ; to put unemployed 
upon that work is merely to compete with, and undercut, tlmse 
workers who are ordinarily engSged upon that species of output 
and throw them out of employment, makiijg the case no better 
than befpte. The truth is, as Mr. Harold Cox so forcibly 
puts it in Ecoftontic Liberty, p. 74 : 

“ It 'become# clear that we cannot increase the sum-total of paid 
emplo>nment unless we also increase the volume of commodities anc# 
conveniences v^ch all men want. hfone of the schemes ever proposed 
for State emplo3mient for the unemployed do this. They are all desigzfbd 
not to produce thin^ that somebt^y want^ but to provide an excuse 
for paying wag^es to people who cannot fino work. In every case the 
work the sake of the workman, and that very fact implies 

that the work is n^t wanted for its own sake.” 

That brings us directly to the question of ‘‘ relief works." The 
only economic justification for them is, that when, on 
humanitarian grounds, payments have to be made out of public 
or municipal funds for the maintenance of unemployed persons 
and their dependants, it is better, instead of gtving a dole 
without reqtiiiing any work, to ask for work which may cqpfer 
some benefit on the community paying wages for it. The irony 
of the position is that the Trade Unions always ask that the 
wages paid shall be full Trade Upion rates, forgetting «fltirely 
that the^work is not remunerative work and that it is not at 
the time wanted by the community* but only provided by the 
co mm unity at ^n economic loss. 

• ^ The Farm Colony Fiascos 

We have had some experience of attempts to provide 
" remunerative work." 

The HoUeslcy Bay Farm Colony was established in 1905 by 
the Central Unemploj^ed Body ; the total expenditure on it 
between 1905 and March 31, 1912, was £178, 253, •the total 
realized b^ sales of produce of the colony during the same period 
was £2fi»755> showing a net loss during that time of ;fi36,498. 
(See Sixth Eeport C^entral {U■netnploymetti) JBody, 1913, pp. 7 
and^ib ^ M r. John Bvw’ns, President pf the Local Government 
Board, speaking in tlTe I-louse»of Commons, MaAh 13, X90S 
{Earliarneniary Debates, Vol. *86, 70), said in regard •to the 
HoUesley Bay colony : ' •The labour and the work of these 
men is brought into competition \^ith the local market 
gardeners and farmers, and when I go do'\%n to Hollesley 
Bay I am confronted with small deputations of profession^ 
deceit agricultural labourers and servants of market gardeners, 
complaining of ^he fact that *our attemjft, well-intentioned. 
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the unemployed, is dispossessins dec^t agricultural 

labourer/' The ^utb Ockenden Farm Colony was established 
by the West Ham Guardians. • Mr. John Bums said, in regard 
to it: '* In the whole time tl^t that colony has been in opera¬ 
tion—and no 02^ will but admit that I have givm^ ft the most 
g^ierous and the most fatherly assistance—out of the 790 
who have gone through that colony, its obj*&ct being to 
*train men for the land and to take them back to the land, there 
is^not^a recorded instance of the men goings back to agri¬ 
cultural work ” (Parliamentary Debates, Vol. 186, 70). On the 
same occasion Sir. Burits referred to the Laindon colony estab¬ 
lished by the Poplar Guardians : "I saw an ol<^,^gr^i 1 f nrn T 
labourer between sixty and sixty-five years-old, dig^ng in a 
field within 200 yards of the colony, getting 15s. or i6s. per 
week "—Mr. Burns had previously mentioned that the average 
cost per week per man on the colony was 24s.—*' I said ^im, 
* How long does it take you to dig an acre of land ? ' He said, 
“It takes m« a fortnight to dig an acre of that land.’ I went 
across the rail and found on the public works sixty-seven able- 
bodied men . . . taking ten d*iys to dig an acre and a half.” 
Xhus, in the colony each man was digging at the rate of one acre 
in 446«days, while the old agricultural labourer on the adjoining 
land was digging one acre in 14 days. It will be remembered 
that the express object of the Central Unemployed Body in 
setting up these colonies was to provide produetive work for the 
unemployed. No wonder that Mr. Bums, with his great experi¬ 
ence, expressed himself in the following terms, Ji^y 1906 
(Parliamentary Debates, Vol. 161. 425) :— 

** I believe that relief works ought to be the last resort of any com¬ 
munity. Tbey sterilize volition, sap self-reliance, and introduce into 
industry those very conditions of irregularity and low pay which we are 
seeldng to Remove. . . . If the works are State-aided, cl^^ity-ted, tax- 
founded, or rate-subsidized, they will only be a form of puj>lic bhnevo- 
lence that will divert the right money in the wrong way to wasteful 
ends with demoralizing results. I<few works unproductive and unre- 
munerative. fed by rates and taxes, are about the worst^form of r«^ef 
that can be imagined.’' ' « ^ 

Mr. Burns’s conclusion will* be confirmed by ^?ery person 
who has any experience of relief works. The work done is per 
unit immensely more costly than if it were done under normal 
industrial conditions ^ the men know it is not serious work, and 
therefore do n^t work. ^ 

If relief works have to be provided—and the unemplo3red 
cannot be left to starve—^what the works shall be, the con¬ 
ditions under whilch they sha^^l be execute^, the extent to 
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St^e ougaiT xo g&t raise vctaraordinarily difficult 
guestioxis callmg for the nicest judgment. 

It is wholly unnecessary to ^mphaslse the evil of doles, what¬ 
ever form ^ey take, whether Poor I^w outdoor relief or 
anything ^Ise. I have had mai^y cases under my personal 
notice o^men who, being offered work at reasonable rates of pay, 
refused to take it, stating that they were doing better out of 
th^r varioti^ payments for unemployment—and they were. 
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CHAPTER XII 

WAR-TIME LABOUR REGULATION AND ITS 
. EFFECTS 

Co-operation between Employers and Unions at Beginning of War— 
Xhe Unsettling Effect of Shortage of ^^bour—The ‘'Treasury" 

Aa^ gj^m ents of March 1915-The Eimitation of Employers' Profits— 

Failure of Conwulsory Arbitration—Effect of Relieving Employers 
of Responsibility for Eabour Management—Increases of A^'^ages and 
Prices-Relation of "Wages to Cost of Living. 


TW^KANY of our industrial difficulties to-day are due to the 
J.YJL effect that the war, and especially the measures which 
it was necessary for Government to talcc during tl*e wary 
had upon the psychology of the workers. To attempt a de¬ 
scription of those measures inetheir entirety would be wfioUy 
outside the scop>e of this book ; those who wish to study them 
will find a full and lucid description in Labo%tr Supply anU 
Reguiuti^tt, by Mr. Humbert Wolfe, C.B.E., shortly to be 
published by the Oxford University Press. I am only con¬ 
cerned to deal ^^th them so far as they provide guidance for 
future policy. 

Co-operation between Employers and Unions at Beginning 
of 'War • 


The most remarkable feature of the early days of the war was 
the spontaneous co-op>eration between employers and work¬ 
people. On August 4, 1914, the Clyde shipbuilding and 

engineering employers and employees unanimously agreed to 
reconfrnend their resj>ective constituents to assist in every 
p>ossible way all firpis employed on urgent Government work. 
On^Aufus^ io,*a simi|2ar recommendation was adopted by the 
^upbuilmng and engineering employers and empibyees on the 
Tyne. The matter was carried stiU further ; on August 25, 
et a Joint Committee of the Parliamentary Committee of the 
Trades Union Congress, the Manageiftent Committee of the • 
G^eral Federation of TVade X^nions ajm<i the Executive Com¬ 
mittee of the labour Party, the meeting resolved that a 
strenuous e&ort should be mad^ to terminate all existing trade 
disputes, and tl^t whenever mew points *of difficulty should • 



arise dtirang the war. a cletermmed attoo:^' sixohl^ he made ah 
concerned to reach an amicable settlement before resorting to 
a strike or lock-out. The spiral: of this resolution was carried 
into immediate effect. In July 1914, there were in existence 
over xoo trade dispute, imj^ifcating 72,000 men; this number' 
f^ to twenty dUimg August, in which only 9,000 woclqpeople 
were concerned ; at the beginning of X915 the numb^ was 
^reduced to ten, and in February X9Z5, to none at all. The 
niimb^ of fresh disputes which arose between August and 
December 19x4, was very small. That showsd the eff^t 
that clear appi^ciation of the national needs had both upon 
employers and employed. 

The Unsettling &:ffect of Shortage oV Labour 
This happy state, unfortunately, did not long continue ; 
and looking back the reasons are now quite clear. 'When the 
war broke out unemployment was generally feared, so«misch 
th at a Government Committee on the Prevention and Relief 
olTUi^ress ^as appointed which invited mayors and provosts 
throughout the country to form local committees to deal with 
unemployment. The Local Qovemment Board urged local 
authorities to expedite public work ; even the Director of Army 
ContraTts appended to Government contracts a memorandum 
advising contractors that in executing the work they should 
arrange for the employment of as large a number of men as 
possible instead of working overtime. By*^ December 1915, 
not unemployment, but a grave shortage of skilled engineering 
workmen proved to be the national difficulty- "Variolis at¬ 
tempts were made to remedy the shortage ; first, by transferring 
skilled men from commercial work to munitions work ; next, by 
obtaining the release of skilled men from the Colours ; thirdly, 
by importing skilled Belgian refugees and mechanics from 
Canada ; fourthly, in some districts, by forming *' king’s squada" 
or mobile companies to work wherever they were most needed. 
All these methods proved quite inadequate and the sole renam¬ 
ing course left open was to make the best use of the skilled 
men who were actually available, that is%^o say, lo r^^r^ve them 
from work oh which unskilled men or women could be employed 
and up-grade them on to the most difficult skilled work which 
only a tradesman could undertake, or put them as supervisors 
ov^ the imskilled labbru* so brought* in. This is what was 
popularly known as '''' dilution,’/ but its successfiil introduction 
involved a definite suspension of Trade Union customs. 

In the late autumn of X914, *it was discussed at various con¬ 
ferences between tne employer^* federations «and the uxuons. 
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IWit wiilioiat 9UCQCS5S. In Janrwury x^Z5, the Government 
entrusted the problem to the Board of Trade, and in February 
the Committee on Production dnder the chairmanship of Lord 
(then Sir George) Askwith was appointed to formulate a pro- 
grarame^for Govemm«it actiorft • It is easy, pf course, to be 
wise aft^ the event, but it was an unfortunate circumstance, 
and deprecated by employers themselves, that it should, in 
the first instance, have been left to ** Capital ** to propiose* 
to the Trade JJnions suspension of customs and practices which 
the Trade Unions had spent years in establishing, and whlth 
were regarded by the average workman as theT^ulwarks of his 
trade rights..^ All these customs, for example, the limitation of 
appren«dfes*; th^restriction on the working of certain machines 
by skilled men only ; the remuneration of overtime ; the 
limitation of output ; the exclusion of women and also of 
m^n ^ho had not served an engineering apprenticeship, were 
designed for the purpose of building up a system under which 
the Trade Union craftsman would have a monopoly of hlaJatads/ 
and be secured as far as possible against unemployment. It was 
r^;arded by the men as the natural instinct of every employer to 
break through these rules, and so, by securing the right to bring 
in unskilled labour, to reduce the standard of wages skilled 
men. Ii^ spite of all undertakings by employers that the alter¬ 
ations in working conditions would-be only for the period of 
the war, the worivnen were never convinced that such measures 
were really necessary in the interests of the country or anything 
but devices of unscrupulous employers. Had Government 
in the firsf instance undertaken the negotiation of these pro¬ 
posals, and not left it to the employers, the history of-muni¬ 
tions production would have been very different. 

* The Treasury *’ Agreements of March 19x5 
* It was f Ke Trade Unions themselves who represented to the 
GoveOiment that if anything was to be done in the direction of 
suspending trade customs, the Government would have to take 
th^ matter* ixxto their own hands. So, in March 1915, a 
confereAice was held ait^the Treasury, tv^hen the Cabinet made a 
direct appeal to the Trade Uniq^s of the country, and concluded 
a treaty Itoown as the " Treasury ” Agreement which, ha^it been 
STxccessful, would have secured for the \gar period a suspension 
of strikes and of all r^trictions upoi^ output. The treaty, 
however, turned out to be completely ineffective, and the cause 
is illuminating. At the beginning of March the cost of living 
had gone up, according to tl^e Board of Trade statistics, to 
15 to a80j>er cexrt. ai}>G\re the ^uly 1914 figure. There was a 
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seaeral outburst throel^btou*. tbe ^JUjAUy n^^w yt fst^bfiteessiiar • 
X^bour reprmted and. circulated Mr. Sonar Lnw's famous 
statement tbat ** well-managed %tups to-day are making 
enormous profits, and those profits come from the very causo 
for which the people of thi# country are making sacrifices 
in every direction and even giving their lives ” {ParU&tnentapy 
Debates, 1915, Vol. 69,793). The result was an immediate 
increase in strikes. The following were the stoppages of work 
report^ to the Board of Trade : ' 

l*Jumber of disputes in progress at beginning “of 1915, 10, 


Buring January 1915 

,, February ,, 

,, March ,, 

„ April ,, 

,, May ,, 


30 fresh disputes. 
47 

74 >. 

44 

63 


- ^The Limitation of Hmployers’ Profits 

The Amalgamated Society of Engineers was repres^ited at 
the Treasury Conference ; its representatives, however, had been 
instructed not to agree to any scheme \mtil they had reports! 
it to, axtiL obtained upon it the instructions of, their Executive 
Council. On that becoming* known to the Govemrpent, the 
Chancellor of the Exchequer convened another conference on 
March 25, 1915, at the Treasury with the Amalgamated Society 
of Engineers, and a further agreement was there signed. At 
the conference the Amalgamated Society of Engine^s inf^ist^d 
that the Government should take steps to regulate Employers' 
p>rofits. arguing that it was unfair to prevent the workman 
from using his tremendously increased economic power and at 
the same time leave employers free to use theirs. A supple¬ 
mental ag^-.eement was then made with the Amalgamated fe<^ciety 
of Engineexs containing this clause : ’ ‘ That it is the rotation 6f 
the Government to conclude arrangements with all important 
firms engaged wholly or mainly upon engineering or shipbuild¬ 
ing work for war purposes vmder whi^ their, prbfits will be 
Ibxnted with a view to securing that benefit, resultix,g £^m'^e 
ortftoyation of trade restrictions'^pr practices, should accrue to 
fhe State." The national need for^ limiting employers' profits 
had been emphasized ..previously by the Committee on Pro¬ 
duction. This^ recommendation had Ihe strong approval of 
Lord Kitchener ; shaking in the Mouse of lords on March X5 
(see I*arlian%0nUtry Debates, 19x5, H. of L., Vd. 18,723) he said : 
*' X^abour may very rightly ask tjiat their patriotic work should 
not be used to inflate the profits of the directors ai^ share- 
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fl ol Aea r i* . €i^' :'^btfs<^va8i^iat» ■ ■yn^t ■ iced^'trfa^ a2x<i armament firms. 
- and we are tlzerefcane arranging a ss^tem under whicfi the 
impottant armament firms wiM come under Government con- 
trol, and we hope that workmen who work regrularly by keeping 
good time shall reap some of th%J:>enefits which the war auto- 
maticaizy confers on these great companies^** Negotiations 
were undertaken by the Government with various armament and 
shipbiiilding firms with a view to the Government taking pos*** 
session of them, but these broke down and the Gov^piment 
abandoned idea. Other negotiations to limit, first, divi¬ 
dends, and. then, alternatively, ne^ divisible profits, also 
co]lai>sed and nothing came of them. The fact that workmen 
w^e ffttsVeii^ted^from forcing higher wages while employers 
were left free to make higher profits completely nullified the 
•• Treasury Agreements and something had to be done. On 
June 9,1915, the Ministry of Munitions was constituted by Act 
oT PSxliament. Immediate steps were taken to draft the Bill 
which afterwards became the Munitions of Wa^ 

The Government appreciated the importance of ^getting the 
Bill agreed to by Labour, as indeed they ultimately succeeded 
in doing. The first point on which Labour insisted was the 
. limitation of profits of the employers. This was ult imately 
provided in Section 5. It only applied to “ controlled eBtablish- 
ments,’**and until the later introduction of the Bxcess Profits 
Duty the ownerf^of non-controlled establishments were allowed 
to make such profits as they thought fit. But it was shutting 
the ^table door after the steed was stolen. Throughout the 
war, LabCtur never got rid of the notion that the profits of 
employers were not restricted until Labour had forced the 
Government to restrict them, and that even then the restriction 
was on a wholly inadequate scale. 

• - Failure of Compulsory Arbitration • 

Tl^ substantial effect of the Munitions of War Act, 19 ^ 5 . 
was to give statutory force to the '* Treasury ** Agreements. 
The obligations which the Act imposed upon the owners of 
cd!ntrdUed ® establislus^nts were substantially tl\p safeguards 
for Labour contained in the* “ Treasury " Agreements, and 
upon Xa.bour the provisions contained in those Agreem^ts pre¬ 
venting stoppages of wotk. Part I ^f the Act provided for 
the settlement of labdur differences and iu certain cases for 
the inrohibition of strikes an<^ lock-oifts, and/or compulsory 
arbitration. It might well h® thought that the circum¬ 
stances of the war provided a imique occasion for the sticcess^ 
of compulsory avbit{ation, bu^ it was a failure, signal and com- 
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beca\ise as long as prices continnect to rise, advances of vrages 
were more or l^s automaticall y *awarded, so as to adjust wages 
to cost of living. When, liowever, the Unions refus^ to go to 
arbitration, or, i| they went, comply with the award, it was 
impK>ssible to make them. If 100,000 men cease wd 5 rk it is 
impracticable to prosecute or fine all of them ; tosel^t a cer¬ 
tain number soon raises cries of victimization, those prosecuted 
are ma^e mart3^rs, and funds are raised by their cplleagues for 
payment of their fines. "While the pretence of enforcing awards 
was maintained for a <jertain time, everybody concerned in 
the administration of the Munitions Act knew that coximulsory 
arbitration was a broken reed. This was pr<jjp^e^ id tfte very 
month the Act was passed, namely, June 1915, m the case of the 
miners' strike in South "Wales, to which reference is made on 
p. 156. But in view of the absolute dead-lock at which collective 
negotiations between employers and trade unions had arrived 
by Jjb^,,gnd«,of 19x4. it was essential for the Gover n ment to 
undertake the general regulation of labour itself, and the powers 
for doing so were conferred 01^ the Minister of Munitions by 
the Munitions of "War Act, 1915. Much adverse criticism has 
been leveled at the labour administration of the Ministry, but 
State regulation was the solfe remaining remedy ; if thi^ be 
remembered, it must be conceded that labour was regulated as 
efficiently as circumstances allowed. 


Efiec^ of Helieving Employers of Responsibility fo^ L-abovir 
Management 

One unfortunate, though inevitable, effect of the Munitions 
of "War Act, and the regulation of labour by the Ministry of 
Munitions, was the extent to which employers ceased to inanage 
the labour'in their own works. Though profits w^e limited, 
work was plentiful, and prices ample ; they were assui^d of 
business without much effort on their part. In addition, 
many employers resented, and probably not unnaturally, the 
intervention «of the Mini^ry of Munitim»6 in labour ^Sput'l^, 
and when disputes did arise, in^ead of endeavouring to settle 
them with the men, contented themselves with reporting them 
to the Ministry. On t^e other hanH, Xrade Unions found it 
an easier matter to report disputes to, and discuss them wdth, 
tho Ministry rather th:^ go to the trouble, as before the war, 
of discussing them wdth each individual firm. "Whatever may 
Jiave been the real cause, the eff^t undoubtedly was that the 
passing of the Munitions Act in 79 ^ 5 , inevitable as it was, has 
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cozzt3r£bu.ied 'ito tibie aloo&aess wliicli itow exists 

between employers and tbeir worlkers. 

It was not in tbe normal adxninistration of labour by the 
Ministry of Munitions that harm occurred—it was when, for 
political considerations, particular action was forced upon the 
Ministry by politicians, that real detriment w?is inflicted upon 
industry. example of that is the famous 12 per c^it. bonus. 

It is well-lmown that the Ministry and the A.dmiral'ty were 
strongly opposed to that fatal action, but it was thought 
expedient fOr Government to try and placate Labdur not 
merely in reference to then existing difhculliies, but with a 
view to possible political developmenffe, and so the bonus was 
given. •As ®ir^tor of Shipyard Labour of the Admiralty, 
with over a milltbn men wlio would be affected by the decision, 
I strongly protested against it. My protest was registered 
on the 'War Cabinet minutes ; I stated it would subject the 
cOxmtry to an extra annual wages bill of 95 million sterling ; 
I was wrong to the extent of 7 millions, it proved i n the end 
to be 102 millions. ".. 

Increases of 'W%ges and Prices 

One important question is the position in whichthe war 
left the workmen so far as standard of living is concerned ; 
that involves some consideration qf wages and prices. It is 
imnecessary for ^pe to discuss that at length ; Fhrofessor Bowley 
in Prices uftd Wages in the United Kingdom, 19x4—xgso, Oxford 
Uni's^prsity Press, has now most ably dealt with the matter, and 
reference Should certainly be made to that book on this crucial 
question. In his speech on January 29, 1920, at the Annual 
Meeting of the London Joint City and Midland Bank, Ltd., the 
Right^Hon. R. McKenna succinctly described how prices rose : 

** Jkt the euthrealc of war, throughout its course, and ri^ht clown to 
the pi^sent moment, the Government have been large buyers of commo- 
ditiess greatly in excess of their normal demands. The hrst consequence 
of the imnaense Government purchases was to stimulate production. 
Machinery used to its full capacity ; the number of people employed 
wA groatly increased ; -^omen took the jplace of men, and there was 
a very considerable addftion to th^ total national outpui^ But enlarge 
the output as we would, it could nqt keep pace with the nation'^require* 
ments. X>eroaiid outstrippcjd supply, and, just as it happens when 
u period of comparative trad^depression is succeeded by a trade boom, 
there was a natural rise iiF prices. At once^ore currency was needed, 
pnrtly to pay the wages of the larger numbeie df worl^eople employed, 
partly because with higher priced shopkeepers keep more money in 
<^heir tills. Xo the extent that moae currency was issued the spending 
power of the community was increased. But up to this point the^ 
uicrease was not great. A new ^ndition had to be introduced befestre 
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any conmdierabtc rise oooCd talm place. TZutte. .•ftHast iM' sot merely 
an increase in currency, tlie ^tal of wMcb, in any cas4, only represents 
a small part of tlie public spending power ; but, far more important, 
there must be a serious addition tS Bank deposits. It was not Imig 
b e f o r e tbis new condition arose. Xo meet the daily growing expenditure 
the Government had to borrow freely from the public, from the banks, 
and from the Bank of Bngland. * It is unnecessary to recapitulate the 
effects of this borrowing. Bank deposits increased enormously. There 
was no proportionate increase in the supply of goods %nd the usual 
consequences followed. Prices began to rise rapidly. The rise in 
prices was next followed by general demands for increased wages. As 
these ndw rose the cost of production rose too, and another turn was 
given to the scr^w on which prices were steadily mounting. But 
higher wages have got to be paid in legal tender money. In the course 
of the week the bulk of the money paid out in wages conaes back through 
the shops to the Banks, and is paid out by them agaii^ IfO'meet the next 
week’s requirements. But, as prices and wages rise; not of it comes 
back, and each week a larger amount is retained in the pockets of the 
I>eople, in the tills of shopkeepers, and in the tills and reserves of the 
Banks. 

We may stop here to ask, is there any stage in this process at‘which 
it w ould have been proper to limit the issue of currency ? The main 
demanci lor dVirrency is to meet tlxe weekly wages bill. If wages increase, 
whether because more workpeople are employed, or because rates are 
highft:, additional currency must be brought each week into circulation. 
If the supply were cut off, a substitute would have to be found. At 
the outbreak of war there was not enough legal tender money to satisfy 
our addi^onal requirements and st once postaJ orders and even postage 
stamps were used to make good the deficiency. If men and women are 
to be employed and paid, means of paying them must be found, and 
an arbitrary limitation of currency would merel;* inflict intolerable 
inconvenience upon tbe public.” 

Relation of ^A^ages to Cost of Living *' 

It customary to measure the cost of living among the 
working-classes according to the basis of the Ministry of Labour. 
The Ministry works on an average pre-war working-budget of 
food, rent, clothing, light and fuel, and miscellaneous 'items, 
and asce^•t^ains its cost month by month. (See Labbttr Gdzette, 
February 1921.) The cost in July X914, is taken as 109, the 
greater cost each month since appearing as 100 and some¬ 
thing ; this is called the “ index-number.” * 'Whgat the Ministry 
does, therefore, is to measure the average, increase in thecost of 
maintaining the pre-war standard of living of the working- 
classes ' it does not, however, take in account any modification 
of the standard, which, of course, was customary ; as for instance 
margarine used whcn.butter was not obtainable. X.x>rd Sum¬ 
ner’s Committee on the Cost of* Living to the Working Classes 
{ParliameTtiary Paper, Z9X8, ^d. 8980), showed by actual 
^investigation that the index-numbers of the Ministry did not 
then represent current conditioxi^, but were tcho high. On the 
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othor Hand, ^ci£ixt Ck>mmittae oxf tHe Cost of ZJvin^ * 

is of tHe of^ion the figures are under-estimates. AU these 
matters are discussed very fHlly in the book by Professor 
Bowley, who gives his own modified index-numbers. Professor 
Bowley sums it up in these woA^ : “ There can be no doubt 
that sofhe sections, especially the worst paid of the working- 
classes, were»better off in the summer of Z920 than before the 
war, and it is probable that other sections were worse ofi. It 
is not possible to decide whether the average of all wages, 
measured in purchasing power, had risen or fallen." "tf, hcfw- 
ever, one takes the wages in certain Ijrades, f<ftr example, rail- 
waj^, mining, and engineering, and compares them with the 
cost of* livirf^s^ince July 1914, they appear in the following 
relation ; 


- 

• 

Ministry 
of labour 
Cost of 
X.Jvins 
Ittdea. 

Professor 
Bowley’s 
Modifted 
Index 
(p.106) 

Railway 

Wages. 

Wages. 

July 

T914 . 

100 

100 

100 

100 


1^15 • 

125 

(lao) 

X10 

113 


19x6 . 

145 

(135) 

1^0 

I ag 


iQi'y - 

iSo 

(ifto) 

* 55 

13^ 


X918 . 

ao s 

180 

195 • 

187 


1919 . 

a^p 

185 

32 5 

224 


1930 . 

23a 

a 20 

= So 

360 


Engineers’ 

Wages. 


100 
110 
irx ’ 

134 

173 

igo 

231 


• Joint Committee of Xraties Union Congress, X-alx>ur l^arty. Co¬ 
operative Unionists-Final Report, igai—(Co-operative Society, Ltd.). 

See also :— 

xst^Report Civil Service Association. Tzmes, April 17, 192a. 
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CHAPTER I 

THE IfABOUR PARTY’S COUSTITtJTION iililjr 
ITS D£FfiCT§ 

Orisin- the I-ahour PMty—Reconstftution in 19x8-The Trades 

• Union Congress—^The r^ational Joint Couo%il—The Parliamentary 

Uahour Party—The X^hour Party a Class Party—"Jli® I^arty's 
AVant of I^a<^rshl|». • * 

r ■ ■'HERE are two great Labour organizatiol'm : the Trades 
J. Union Congress, wirti its Executive, the General Council, 
whieh re^esents the industrial wing ; and the Labour ^arty, 
’with ifs National Executive or Executi-^e ^Committee, repre¬ 
senting the political wing. The distinction bc^veen lnduft.ry 
and politics—at no time l«eptt clear—is fast dRapp«^ing. 

Origin of the l%bour Party 

The Labour Party dates from i^o<^—when tJie Labour Repre¬ 
sentation Committee was formed «?n the initiative of the Trades 
Union Congress, the Independent Labo\ir Party, the“^iWC 5 al 
Dempcratic Federation, and the Fabian Socitity. ^Of 15 Com¬ 
mittee candi^fLtes w’ho ran at the subsequent General Election 
of ZQoc^ a»were returned—the latq Mr. Keir Hardie and* Mr. 
'Richard Bell—q Trade Unionist members being also retu rned > 
but not under the auspices of the Committee, before 
pronTinent* Trade Unionists bad stood individually for Parlia¬ 
ment, and l^ad, from time to time, been elected. Ti*e first 
•effective steps had been taken in that directioif by 4 lie Iiabour 
Representation League established in 1869, after the Reform 
Act of 1868. In 1874, 13 candidafes* went *to election, and 
the» fi.rst “ L&bour members ’• were elected, one 

the l^e Right Moi^. Thomas Burt. In i88ck 3 were returned ; 
ind885, II ; in 1892, 14 ; 11^1895, 12. The^uccgp^ful labour 
candidates stood on an industr^^ and not a*' Socialist ^cket " ; 
where Socialists did stand they r^ceitaed scanty support. 
At the elections! T885, the Sqpial I>emocftitic*Federation rail 
a Candidate in S^ennington and bne in Hpmpstead : the loaizier 
polled only 32 votes, -Hxe latter 29. , ^ 

Irf 1886, th€^ Labofft’^l^Cpresentation League having been^. 
dissolved, ^he Hl^toral Labour Committee was constitt^^ed by 
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the Trades Union Congress. It*soon under the influence 
of the Liberal Party, anft thi^ led. to Mr. Keir Naxdie's cam¬ 
paign, opencKl at the Swansea Trades Union Congr&s in 1887, 
for an independent Parliamentary- Party representing Labour. 
Mr. Keir Hardie himseM fought Mid-Lanaric as an Independent 
L.abour candidate in 1888 unsuccessfully, but was mtiuned for 
Sduth-West Ham ^ 1892. At his instance the Independent 
La^ovK Party w'as lounde^ in 1893 ; it sent 28 candidates to 
tlr^poll in 1895, wifti no succe^. But the political activity 
of the Iir^ependent Labour* Party soon roused the^ Trades 
Union Congress. In 1899, at the Plymouth Conference, the 
Congress passed a»^rcsolution ‘ directfng its Parliamentary 
Comnntte(4 to arrange a conference of Trade Unions, Co-oper- 
aWive and Socialist Societies, to secure theA'eturn of an increased 
number of La^waur members to Parliament. As part of the 
machinery the Labour Representation Committee was formed 
in 1900. •• 

The constitution of the Labour Representation Oun*miftec 
in %900 was as follo^^s : 41 Trade Unions, with a membership 
of 353.<V^ ^c%ibcrs ; 7 Trades Oot^cils ; 3 Socialist Societies, 
adding a further membership of 22,861, making a total 
of *^5.931. At bye-elcctioi?^ between the GenerSl Elections 
of 1900 a^d 19<^, three f)^o»llint■Iit candidates of the Labour 
Representation Committee were elected : Mr^(now Sir) David 
ShssMeton for Clithertje, the late Mr. Will Crooks foj 'Woolwich, 
and Mr. (now the^^ight Hon.) Arthur Henderson for Barnard 
Castle. The Newcastle Traded Union Congress of 1903 passed 
astibng resolution enjoining political independeJRc^ a^d insti¬ 
tuted a parliamentary funef. At the General Election in igo6, 
otf^^f 50 candidates sponsored by the Labour Representation 
Committee, whi^li in that year re-christened itself “ t^e Labour 
Party,i’ 29 were elected. Under the chairm^nShij^ of Mr. 
Keir Igard^, thC Parliamentary Labour Party was immediat^y 
est^>lished wit^ all the paraphernalia of a separate p»olitical 
party in ^he Hoilfee of Cortimons. At the General ^Election of 
Jasii^fuy X910, ou( of 78 c^pididates, 40 wene electee?; at ^at 
of December rgio, out of 56 candidates, 4^ were^Slected ; at 
that of December^giS, out of 39^ candidates, 59 were elected. 
At the lastnTectioi^n 1918, with d total vote in Great Britaii^ 
of 9,698,109, 2,375,g02 were polled by Labour. 

Reconstitutjbn in 1918 

xne x..abour Part^ Cojifejencf at Nottingham in JTanua^ly 
:i^i8, a revised constitution was proposewhich was ultimate^ 
*adopt«^ in London at the Party Conference on February 26 o\ 
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tlie same ^ear. THe case far the new constitution was put 
'before the INottip^ham Confeatence the Secretary to the 
Executive^ Committee, th^ Right Hon. Arthiir Hendcfson, 
in these worjjs : “ It was no use the Executive using anything 
in the nature of a social pro^tamme oi^ talking about building 
up a new^ocial order and reconstructing society until they 
had taken into very careful consideration t^eir present position 
as an organized political force. They h*.«i^one so, ai^c^mc 
to the undhimous conclusion that labour, as i>oliticall5^r€ihn- 
ized in^he existing iCi^cumsfknCes, was altogether inadequSte 
to the great task- triat lay immedig.ifely before it. •They had 
never in the proper stese claimed to b^ a national political 
party. This limitation was inherited •from the resolution 
carried at the *!l^ades Union Congress in f*lymou£h in iSg^. 
They were a political federation consisting of Trade Unions, 
Socialist bodies and Co-operative Societies, but*in recent years 
they^had developed what were called Local Labour Ppj^ies." 
Mif Henderson said the real question to be decided was whether, 
for the purposes of best attaining j>olit«c£d power and of so 
advancing its party programme, the Laboum Part^ should 
scrap the whole of its existing pKjlitical machmery find buil^ 
up a political organization fror^ a new foundation dep^d- 
ing only upon individual^ mei«ba« 9 hip. “ Speaking as an 
old' electioneered” he continued. “ he did fltot mifid saying 
that if the^ had to begin afresh that would be the ijjggX 
which he would aim, but in view of the close pj^ximity of a 
gendtal ^election he could imagine no greatdV mistqko than to 
attempt to wereate a new organization based solely upon 
indivitrtial* membership.” The Party ultimately decided to 
adh<^re to the existing scheme of a central industrial federatiiian, 
but ^to graft on to it such a form of electoral constituency 
organizatfom, linked up with the Local Labour TParties or Trades 
Cbimcils, as '\i&ould bring the federation and tl»e co^tit'uencies 
into close contact*with the Annual Conference and the iMational 
Executive ^f the Labour Party. » , • • * 

In the «iew constitution the Party thus expressed'its ijjjgh- 

” (a) To organi2j^ and maintain in Parliament and the country . 
|*Political Labour Party, and to ensure l^e estabiishment of 
I Local Labour Party in every county constituency and every 
parliamentary J^or^ugh, with suitable di^^ional organizatiota 
the separate constituenciesf.of divided bojoughs. ^ 

(6) To secure for m*^*^*^*^^* by hand or by brain, flw full 
fruj^ oi their^indus^Bti»apd tlfe.ifiost equitable distributiOki 
thereof that mav be possible upoa the basis of the common*' 
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ownership of the means of production and* the bes^ obtainable 
system of popular adminlfetratibn and control of eac^ industry 
or service. / 

** (c) Generally to |»x>mote thd political, social ^d economic 
emancipation of the people, ana more particularly «>f those 
who depend directly upon their own exertions by hand or by 
bliain for the means of life. 

co-operate*witi^the Labour and Socialist organiz¬ 
ations in the I>omiifions and I^pendencies ^^th view to 
promoting the purp>oses of tfie Party, and to* take common 
action for*the promotion pf a higher standard''of social and 
economic life for thp working populacion of the respective 
counties. , * 

{e) To co-operarte with the Labour and Socialist organiz¬ 
ations in other countries, and to assist in organizing a FederAion 
of Nations for the maintenance of freedom and peace, for the 
establishment of suitable machinery for the adjustmenfrmnd 
settlement of international disputes by conciliation om- judicial , 
arbitration, and for ^such international legislation as may be 
practicat>Je." • 

The new conKtitution maintains*the Party as an industrial 
fedtisation of Trade Unions. Socialist Societies. Trades Councils, 
and Local Labour Partife.*^ but it. establishes the principle of 
individual membership of tl^ Party through membership of 
the^aeal organization. Every man and womam therefore, 
may now joia a Local Labour Party. It is intenaed^to form 
a Labour J’arty in every parliamentary constituency. Sis a 
unit •of organization to which Trade Union Id^l branches 
and Local Trade Councils, Co-operative, SocialisT, and 
other such Societies will be affiliated, and to which £ach 
individual local,supporter’of the Labour Party will adpere. 
Every pandidate for Parliament must be chosen or*approved 
by th^ lo^l organization and accepted ^y %he Nation^ 
Ex^utive. must stand as a Labour candidate, anck if' 

elected, must agree to acb in harmony with the <^nstitution 
aiXi^^tandVng orders of the Party, and accept the decision^ of 
Party meetings. Tie must include in his electdRtl a<idress 
those issues defined by the Natiohal Execuftve as the Labour 
Party’s programme* for the election. * r 

The Official adher^ce of the Co-oj>emtive movement to 
political Labour Party i^ rather interesting^ ^or many years 
whepc^notions were brought forWkml in the Anniial Co-operative 
Congmss in favour of ^he Co-operatwe jnovement talcing* up 
p^itical activity, these resdUitions%ireM^fivaria]ply re3ecte<^ by 
^Overwhelming majorities. However, in X918. at an emergracy 
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conference* of tlie Co-opeALl^ve movement in X^ndon on 
Octol>er z6 and x.y', it was decided to^;ake political action. Tlie 
reasons v^cii led tlbe Co-operative movement to tliis decision 
were taxation of Co-operatiVe dividends, the alleged neglect 
of the Government to make greater aise of the Co-operative 
movem^Mb in dealing with the national food supply, and alleged 
imfair treatment of the stalts of the distributive societies ujifdtr 
the Military Seivice Acts. ^ V 

For th^ year 1917, prior ^o its recorfetitution, the Lao^\ir 
Party'sifcmembership*was as follows^: ^ ^ 

123 Xrade Unions, i*vith a totaF membership of 2.4x5,383 ; 

* 239 Trades Councils and Local Labofcr Parties ; 

3 Socialist Soc^ties with a total megnbership of ^7.1 AO. 
making a total affiliated membership of 2,465^i3r, wliich also 
included the membership of the Co-oj>crative and W^omen's 
Labour League affiliations. For the year 1920, the member¬ 
ship of ^he Labour Party was 122 Trade Unions, with a total 
membership of 4.317.537, 492* affiliated Trades Council%and 
Local Labour Parties, 5 Socialist Societies, frepre^nting a 
membership of 42.270, mailing a tottil membcrJiip 014,359,807. 
which also* included the membefthip of the Co-op>erativ^^nd 
■Women’s Labour League affUiabiort^ ^ 

The Sdcialis'b* Societies are the Fabian Sbeiety, which, in 
X921, returned a membership of 1.770 ; the Herald I.eagu^with 
a membership of 500 ; the Independent Lr^bour i*arty with a 
merfibership of 35.000 ; the •Jewish Socialist Party (Poalc 
Zion) wit^ -9 membership of 3,000 ; the Social Democratic 
Federation with a membership 2,000. 

Bv the accounts of the Party the total receipts for the pfcir 
endilig December 3X, X920, were ;£62,ooo odd,,of which 3^49,000 
represefttedaffiliation fees. 


The Trades Union ^ongres^ 

Tumin'^rom the Labour Party to the Trades Union Congress, 
** I-.a^our’s Annu^ Parliament,” this, when founded in 1868, 
consisted of 34 delegates, representing abofit 2o.s9cieties with 
an affiliated membership Of ^18,367. lit 1919, althpugh all 
Trade Unions were not included, it ha^ gwwn to 851 delegates, 
X'epresenting 2^66 "Unions an(^ an affili^ed ^nembership _ 8f 
5^283,676. In 1921 it consisted of 8iq delegates repreaebting 

***iniis is onlyAhe nuMrtVR' directly affi?liated ; there are in all 2,3^^ 
divisional and Local Lal^our Parties amd. Trades Councils. 
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a. memb^ship of 6 ^x^,gxo. It m&y now 'be taken rej^'esent 
industrially the org^iz^ ^aboiit’ of Great Britain, and has the 
largest Trade Union affiliated membexship in the 4 eorld. 

The Trades Union Congress mbst be distinguished from the 
General Federation of Trade Uiuons which was cr€»a.t<*d under 
its auspices in x899«—^now representing an affiliatecbmember- 
sITt^ of about ij nr^llions—and the chief object of which is to 
ma^tVfein Trade Union*rights, and to assist financially or other- 
wi^ affiliated Union^ involved i^ disputes with em|doyere or 
’ employers’^ orgajiizations. • 

The^Naticmal Joint Coeincil 

A scheme for co-ordination of Labour forces was recently 
worked out by a Joint Co-ordination Commttte^representing the 
Parliamentary Committee of the Trades Union Congress and 
the Executive Committee of the Labour Party. A l^ational 
Joint Council has been constituted representing the General 
Council of the Trades Union Congress, the Executive Comsnitfee 
of the Labour Party* and the Parliamentary I.abour Party. 
Its dutig^ are\o consider all quertions affecting the Labour 
movement as »whole, and to malce provision for immediate 
actfon on questions of natioftal emergency, and to*endeavour 
to secure ^ common poliS^and joint action, whether by legis¬ 
lation or otherwise, on all questions affecting^ the workers as 
prod%Mers, consumers or citizens. The expendij^ure of the 
Council is naet ir^ equal proportions by the General Jl^uncil 
of the Trades Union Congrcss*and the Executive Committee 
of thfe Labour Party. The scheme also provides <br^the estab¬ 
lishment, under joint contA>l of the General Council ^md of 
thft^Nationar Executive, of four departments organized to^eal 
with research and information, international affairs, publ^ity 
and legal matters. In the memorandum which reeoVnmended 
the scliem^for %he National Joint Committee, if was pointeH 
out^hat in viev^ of the enormous growth of the Labour move¬ 
ment and the importance of presenting a united froift upon the 
gre^^ proolems which lie before it, the need for co-ordination 
was becoming daily more important. If Labour iS'to reaiize 
its ideals it must^formulate a cofnmon policy and secure the 
maximum df common action. The*effectiveness of the Labohr 
movemdht has in t^e past been dissipated by overlapping 
functions, by <^ipli«atiod of effort, and byk cqpfusion arising 
fronu .conflictineu policies.” Th£ scheme is described as one 
whicK enables Labour to spea^ with one^voicesan all questions 
^ national importance, ana* to pursun^ne uniform policy in 
Support of its common ends. 
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The Parliamentary labour Party 
What tjjie Parliamentary Labo\ir Party is, must also he 
explained. 1906, 29 Labour members were, we have seen, 

returned to Parliament ; tllfcy were constituted into a 

distinct P^liamentary party, Mr. J. Keir Hardie, M.P.. being 
elected Chairman, and a Vice-Chairman, Secretary and \Vbi|»s 
being also appointed. It is the practice of the Parliar^j^rTTary 
Party at^^the beginning of each sdSsion «to review’ the Resolu¬ 
tions passed at tho various Conferences of the Labour P^ty 
and to take •them as indicating thc^ principles on* which the 
Parliamentary Party »hould proceed. About the commence¬ 
ment of the session there is a joint**mcoting between the 
Parliamentary Parlor and the National, Kxecutive of /Uip 
Labour Party for the purposes of deciding the various 
objects in respect of w’^ich Pills should l>e introduced into 
Parliament or motions made. A gencrjil review of the 
P«.rlinjncTitnr-v Labour Party’s activity since 1906 will be- 
found in the Labour "Year Hooks for 19x6 jin<l 19x9. 

The Labour "Party, a Class Parf^ 

The Labbur Party claims to be ^ the true national demoQ^tic 
party” in challenge of the old systtm. It rt^ommends 

itself to ffio electorate as ” the party t>f the ^>rothicers. whose 
labour of l^and and brain provides tht* necessities of life for 
all and^dignifies and elevates human existence.” Producers 
hav% been robbed,” it says, ” ftf the major parts cf the fruits 
of them indffStry under the individualist system of capitalist 
produ^ion ; and that is justification for the Party’s claims.” 

TJie constitution of the Labour Piirty wh^n examiafi^ 
defimtely disproves the contention that the* Party either is 
or evef ^^an be, while that constitution lasts, a national 
tfemocratic pblit^pal party. Py a political j:#irtyjone gpnder- 
stasids, according to our Pritish traditions, a party wjjose 
members ^re united in support of conainon political principles, 
anot ft party whose object is to advance its own m^Jj^^ial 
inte«£sts:^Whatever the Labour "Party may call itself, it is 
in fact a class p 5 rty—that b.ppcars clearly from its history. 

to 1900, when the Labour Representatidb "Committee 
was constituted, it was definitely Tr^de Unionist in its 
organization. ^In* 1900, as has bfeen •hovim, seven local 
Tirades Councils were, for thV first time, brought in jjlong 
wiA tbree Socialist .Societies, but they only account^ for 
22,86 x out of .375,93i»«atfiliatea membership. Petween 
and tbe revision of the constitution in 1918, the Party was* 
• • • • • 
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obviously still c o mpr i sedin t^e* main, of industrial Trade 
Unionists. Individual memb^s we^e# as bas*been explained, 
nominally introduced into tbe JPaity in XQxS, hyr throwing 
membership open to members o( Uocal labour Parties and 
* Trade Councils. It iis imp>ossible, because the *I.a.bour 
I^rty has not the* figures its^, to give any ccSni>arison 
berv*i^n the number individual members of Local Labour 
ParttcS*and Trades Councils who are not Trade Unignists and 
^ the*4,3i7,537 member of the affiliated Trade Unions’in xg^o. 
But one tlyng ist-quite clep.r—€he individu«Cl member iS'whoUy 
swamped by the Trade Unions' membership and p>ower. If 
the accounts of the I^abour Party are examined for X920, it' 
will be*found that of the total affiliation fees of ;f49,ooo, only 
about £x ,382 is contributed by Trades Councils acnd Local Labour 
Parties, which ii^clude a certain number of individual memb%rs, 
and £524 from five Socialist bodies 1 so that practically the 
. whole of the income of the Labour Party comes from the Tl^^e 
Unidns ; they naturally exercise the right to dictate pdSiey and 
run 4 he Party, matfhihe. When it comes to the selection of 
the locat*Parlihmcntary candidatt,. if a Local Labour Party 
or Trades Count.il runs a candidate they must themselves pro¬ 
vide rfor the whole expenses'of the election, and that puts a 
serious difiiculty in their ^ay'*, on the other hand, if a Trade 
Union selects a candidate it is enabled, bymeahs of its parlia¬ 
mentary levy, to pay the whole costs of his election. As a 
result, in the^reat .number of cases. Trade Unionist candidates, 
with the financial backing of their Unions, are accepte «3 as 
Local Labour candidates—true carpet-baggers in sense 

of,the term, and probably wholly unknown to the district. 
OJn*’ may leaxn from experience the basis on which •the 
Trade Unions select candidates. It is considered ^ matter 
of prime importance by every Union to h^vtf nfcmber^ 
of itsttowfb in ** Parliament, and its first «consideration is 
wh«4her he is a, sound and trusty member of his particular 
organization.* As* it is ‘considered essential that only men 
showed be selected by a Unioji who have an intimate Idiowlec^e 
of the working of the Union, the branch, secretaH^ oi* the 
district delegate dr district seci^etary or a member of the 
executive oV the g^eral secretary* of the Union is generally 
chosen, ^and he, it slv^uld be noted, is )>icked out, not for his 
political experience «r enlhusiasjn, but as a truaAy protagonist 
of lii ^own trade body ; he, trfei^fore, goes into Parliament 
primarily to advance the indqstrip.1 interests 6f his own par- 
• ^CSular Union and. so far as issrompattb lCtwi th tha 4 . of Labour in 
general, This,necds clearly* to be ^understood by the general 
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pu1>lic of-%!btis country. T&e !L.alx>i3r I^arty has no right to 
fM-otest agaixust those who wo^Sld inStitute a campaign against 
it on theteround that the ILabour movement, as at present 
constituted^ is definitely cl^s and sectarian in its objects. 
There isMample justification for that attack in the Labour Party's 
own pan^hlet Trade Unionism and JPoliiical Action. The 
Labour Party will not for a ve^ long t^ma> if ever, be ajp^rty 
solely of individual membership ; ^hat would mean t^i^a^the 
Party wetild have to cut y:self off frcfm the enforced <^n- 
tributians of affiliated Trade •Unions, an<L rely upon the 
voluntary cdhtributions of its individual members. 

The I-abour Party pJl’idos itself on bein^ the party of brother¬ 
hood—an admirable sentiment, one too seldom encountered in 
the industrial v^rld* to-day. We are entitled to test sucl^U 
profession by examining to what extent the sp^it of fraternity 
operates amongst the lau different Trade Unions which are 
members of the Party. If any one part of the community, 
is • toraa i by internecine strife it most certainly is the 'l^urfe 
Union section. Consider for example the ^ue^ion of demar¬ 
cation of work. If we take trades like those of^he shipwrights 
and the joiners, they are separated by thin divisions ; so much 
so that in ©ne port shipwrights work w’hich in anothcia»^ort 
is done by j oiners. If anywhere th^e is the least invasion by 
one trad^lnto ^he work of the. other the most unbrotherly 
struggles epsue, resulting almost invariably in one Union or 
the othgr calling their respective members opt and so stopping 
wmR in the port. Time after*timc during the war I bad the 
fitting out ©^refitting of urgently needed vessels held u^ by 
these Icinds of fratricidal disputes. Again, take trades like 
engipeers, members of the Amalgamated I£ngine%ring UnimH, 
and plumbers, members of the Plumbers' Union—between them 
there is^lie«cnost bitter animosity. Certain pip>es on board ship 
^e, according to ^he custom of the port, bertt a^d fitted by 
th» members of one Union, and certain othej^ pipes, possibly 
of the sanfe material but a little larger or smaller, jor of the 
sa^e size* but of a different material, are bent and fitte<^by 
members^Cff the other Union. After the Jutland fight, I had 
most vital naval )’epair$ held up owing to^the whole of the 
erlj^ineers in one large district going on strike becau^ plumbers 
had been put on to bore a fe'W holes in jthe outer caSings of 
searchlightsr' 4 & tlsere were no avaikfble engineers to do th* 
w^rk. Instances might bo frixiltiplied indefinitely of j._this 
ind^tri^ enmity which is to form tlie basis of the new political 
broliherhood. haa^s-S^n t'ka f>erenmal dispute betwe^N 

the Amalgamated Ene^neering Unien and the Kational^ Union * 
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le 26 a member of ti|^ Amalgamated ^gineering Union and* 
ecervOs m respect of the work the prescribed rates of pay 
90 then we have this curious paradox tldlPt the Labour Party] 
97 Mch knows that there exists, and is quite incapable of esftin- 
^ishin^. this spirit of industrial hostility amongst the various 
jecidofks of its Trade Union membership, still professes* its 
aBittty'to instil and enforce the spirit of social tirntharliffniT 
throughout t^g whole electorate. " Hy their works ye shall 
know thnsn." •The truth of the nft.^ter is that the sole cohesive 
poetical force^which the ^abour Party can exert, apart 
Iron* the Trade Unions’ industrial compulsiorf on their 
members^are thp promisfefe < 9 f better times, less work, more 
time for leisure, more money to spend, by the ^olitioh of what 
it calls the “ capitsdistic ” or private employejT. and the 
suggestion fhat ^icrcby tlicrc will be some fund of^ money 
made available for distributioh amongst the members of the 
Party. 


* The Party *s Want of Leadership 
Wliat about the I-abour Party's leaders ? Labour^undoubt- 
edly possesses oiitstanding men of tried experience,* ability 
and jildgnAnt, And others, untried as yet, but ot equal capacity 
and>abiiity. I had the good fortune during the war of serving 
at different times‘directly under the Right Hon. A. Aenderson, 
the^iRight Hon. G. N. Harjics^ the Right Hon. John Hodge, 
and the Right Hon. G. H. Roberts. I had al^o the opportunity 
of comparing theif ministerial gifts with those of other Cabinet 
Ministers amd Ministers of State. ' The Labour Ministers did 
not suffer from the comparison ; thei^ respective records are 
ifcisuipassed f6r foresight, decision, balasceo^f judgment, 
statOBmanship, organizing and* administrative ability. p>ow«r 
Oi evoking the loyalty of theij: departments and comipaJK^ing 
^flie confidence of the pdbAic. The ^naakness of a Labour 
Govenynent Y^ill assuredly not lie in the personn^ of its 
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»body^ho bias x»>t s een the working of the Trade Union 
dne fnm inside has .thh remotest conc^tion of the 
ulties of the Trade Unibn leader* or of the t3aaxiny to 
pwiu<^ he^ subject. He is in the first instance usually a paid 
official of hisUnion« and if he takes or ^ivocates any X" ili^'fT 
or parliamentary action which is ^^nsioened in any to 

invade oraftfringe the trade rights and pri>^leges of his Union^e 
will assuredly fall from office ^ the next Union ^ection. Hvery 
leader must, ^therefore, keep one Qy& up»on his own position 
and the other up>on th& political principl^which he is disposed 
to advocate. This makes it exceedingly difficult foa any 
Labour leader to^ ilrma strong independent line which may excite 
eve» the sxispicions of ill-informed sections his followers, 
still less their hostile apposition. I saw over and over 
agate during the war how frequently large committees of Trade 
Unfonis^leaders would agree with the Goveriimcnt in-tenveMfl* 
on the adoption of some measure—it may*ha^ been for^the 
suspension of a trade custorts in order to expe^te p^d^ction 
—and how it became quit? impossible to obtain their active 
assistance afterwards to put the ag^ement into operation axfidng 
their members, with the notable^xc^ption of some^w whose 
sturdy iilQependrmcc 1 never cea-sed to admire. ^ut these, 
unfortunately, perhaps as tlic result oL their qualities, have 
little influence in political Labour. ^ » 

Thfere* is another aspect ; the grf at unwritten Jaw of the 
I.n.bour movement is solidarity at any price, and it frequ«itly 
happen? tlfht the leaders, in order fa avoid splitting the Party, 
will g.dopt, against their own better judgment, the propossito 
of extremists rather than face disruption. • The action of 
constitutionalists in the I.4ibour movement, in ultiipately 
taking part in' the recent formation of the Cotincil#of .^^tion, 
'notwithstanding tfieir own earlier protests, is a case in po^t. 

No political party is immune from mtrigue or fropi cabals 
and conspiracies against its accepted leaders, but it is not^an 
exaig^eratten to say tliat the Liibour*movement is more impreg¬ 
nated th an any other movement in this cemntry with those 
unlovely tendencies. You have only to foUow tht: dourse of a 
branch committee or a distrlfct committee election, ^r the 
election of sw^^^ecitfivc committee-mad or ganer<d secretary of m 
Tx;|Lde Union, to realize the prevalence and power of personal 
jealdusies. Tliis* is i^ptoriously so in the political Labour 
worl^. !Krothing cuts^«j4^dc^ply *at, %he roots of independenf^ 
leadership as incessant consoiraev and intrisruc. 
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• CHAPTER II 

^ outliiJe* of the labour party*s 

GENERAL^ POLICY 

A l^ational MiniHium Stan<^rd of Irving—Effective Persontfi ITreedom 
—Socialization of l^n<i<and Industry—A Rev^ution in Public 
Pinance—The Surplus "Wealth for tlfe Common Good—Inters- 
nj^tional Co-operatfon—No Protective Tari^s—Freedom of Inter* 
^ national Trade.. .- 

T O apprec^te the Labour Party’s indtistrial policy, =it is 
necessary to know, at least in outline, the general policy 
of which the former is a part. As the basis of all social rstform 
that “ the individualistic S5rstcm of-«apitSilist 
production Ft'iscd* on the private ownership and comp>etitive 
adminis^atio'fi of land and capital^with its reckless profiteering 
and wage sla^^ry, its glori^ation of the unhampered struggle 
for^he means of life, and i^s hypocritical pretence of the sur¬ 
vival of Uic fittest, must*go.'* With it must be eradicated the 
“monstrous inequality of «circiimstances wirich produces, 
and the degradation and brutalization, both moral ^nd spiritual, 
resulting from Jt "—" along with it must disappear the 
present political system, endirining the ideas in wnidh the 
capitalistic system naturajlly finds expression The Labour 
Party advances a new bas*is of social reorganization ; it pro- 
eposes to reconstruct society on four pillars resting upt^ the 
common foundation of “ the democratic control of society in 
all its activities.” These four pillars are : ” Universal 

enforoem^tat efi the national minimum ; .(2) the democratic 
cositrol of in«^ustry ; (3) a revolution in national finance^ 

and (4) .the surplus wealth for the common gooG.” 

A National Miitimum Standard of Living 
The principle bf the national" minimumt it is claimed, con¬ 
trasts sharply with the principlfe of the capitalistic systtem, 
expre^ed either by Liberal or Conservative |x>licy. By the 
•national minfmurR-'^is rheant the assurance fog^ eis^ery member 
of Irhe community of a standa^d'of life conferring a reasonable 
ininimum of health, education, ^leisure, and subsistence. * One 
element is a legal rnfaimuni wafc.?,.^o be :^vised according 
to thg level of current prices. As part of this national mini- 
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mum, tLe aBe^xMSUOus porinmplb^f ** «^ual pay for equal work ’* 
is postulated in all occupations in which both sexes are engaged. 
The Party l^so demands that ^ the Gk>vemment shall prevent 
unemployment, and should *fail to secure for every willing 
worker ae suitable situation a't the standard rate of wages. 
It shall provide such a worker with maintenance in the f orTn_- 
of out-of-work benefit paid througl^ hi% 'R-ade Union, 
National Unemployment Insurance S£hemp_ shoxild, it is inirf^pd, 
be extended, on a non-contijibutory basis, to every occupa¬ 
tion. MSiat is affirmed as a fiJndamcntal i& tlia^ in one 
way or another remunerative employment or honourable 
maintenance must be found for everj^ willing worker by 
hand or by brain in bad times as well as in good." Complete 
provision agains1» in^lfeluntary destitution fti sickness and Of 
heaJffi, in good times and in bad, must be assured for every 
member of the community. 

Effective Personal Freedom 

Democracy, the Labour J*arty asserts,* im^ics effective 
personal freedom, and involves the complete Jemo^^fl of all 
war-time restrictions on liberty oirspeech, publication, press, 
travel, choice of residence, kind of eij^>!oyment. and espectally 
of any ohl^ation for military service. Tl*ese sentiments, 
strange to say, come from the Party which denies the right 
of the non-Union operative to work ; and whicl^ claims for 
Xrad<i Unions the right to pi<ikct and the* other privileges 
afforded by ^e Trade I.>isputes Act. 1906. On* the same 
principle, eomplcte politiciil rights are demand<‘d for every 
adult irrespective of sex, and for cv'cry minority, the rigljj^ 
to fftll propiortionate representation in Parliament. The 
abolifiox^ of the House of Lords is demanded, ivith the? elimin¬ 
ation from ahy new second Chamber of any quaiificati«»n "based 
on heredity. Sepurate statutory legislative assembliA are 
claifiied foi^ Scotland, 'Wales and England, with autonomous 
administration in local matters : Parliafnent at WestnAnster to 
be tnerelj^a Fedeihl Assembly for •Great Britain, controlling 
the I^nisTers resi'>*nsible for ^departments central govern¬ 
ment; these Ministers, witlijjthers rc-presenting tl5»e Dominions 
and India, to form a Capinet f<9r federal aftairs of the ^fitish 
Commonw ealth . 

* • Socialisation of LAid and Industry 

T 1 ^ Labour Party^t ji.n<Js* for* thfe removal from industr^^ 
of the private employer and the capitalist, the introduction 
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of A new " scientific re^oreaniasat^a of the natxonsJltinctustries,'* 
purged from the degradation *of individual profiteering, and 
regenerated on the basis of the 'common own^ship of the 
means of production ; the equitable sharing or the output 
among all who assisS in any. -^capacity in production; and 
^he adoption of •‘•democratic control of industry^* 
^“•-t^ccordingly the Labour Party would immediately esteblish 
tl^p^feommon ownership af land, the common ownerehip and 
administration of railways and ^anals, and their consolidation 
with harlx>urs* roads, posts^ telegraphs*" and the oc^an-going 
steamer fines into a ne^ional service of Oomnfiinication and 
Transport, to be werked “ unhampered by capitalist, private 
or purely locjil interests, and with a steadily increasing parti- 
•cipation of the rfrganized workers in tfie reanagement, both 
central and lo^al, cxciusivtily for the common good." So also 
it would erect a score of national central electrical generating 
j^stations, with which all municipal electrical plants woutd be 
cca-iireet^.for distribution purposes. For similar reai^nsT the 
Pa^rty dcmai^ds ttie immediate nationalization of coal-mines, 
with steadily increasing participtit^ion in the management, both 
central and lOcal, of the various grades of persons employed ; 
and i nsists that the rtJlail enst ributioii of household coal should 
be unde^aken by the mCfhici^ial autliorities or coun^ councils, 
the puri>0''e to f>c achiev'ed being the distribution‘fTi every local 
district of household coat of standard quality at^ a fixed and 
uniform p^ice ‘‘^s unalterable as the penny postage stamp.*’ 
The Statti*expropriation of pfrofit-making industrial insurance 
coihpanies is urged, also the assumption by**Government of 
the whole bu.siness of life insurance. Much stresses laid upon 
•the alleged necessity tliat Government should take the manufac¬ 
ture and retailing of intoxicants out of the hands^ of p^prsons 
who find profit in promoting the utmost p>ossible«cbzfsumption 
of them, tind fiiat each local authority shguld deal with "the 
tis^de ” within its district on the basis of local veto or 
limitatipn of licxinces or other system of regulatfon. 

Admittedly alive to the evils of centralizaition and*the restric¬ 
tions of bureaucracy, the Party claims a free hand foe local 
authorities, assi^ed by grants-ifi-aid from tovtemment sources, 
to extenSl widely* the scopse of Vnunicipal enterprise. Local 
authdi’ities sltould, it is asse'rted, ribt only retail coal, but 
esupply milk, hnd engage in other similar sphei»e iA ?Cli 
mepn^rs of local bodies ought, it is said, to receive ^their 
necessary travelling exp>cnse^, and also be pmid for tixx>e spent 
i^by them on the public'service* • « • 

Thp Labo^ Party would re-organize the whole educational 
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system fronTthe nmsery scbo^ (o tli^txniversity " on tbe basis 
of social eqnality ** ; '* each ^ucational institution, irrespective 
of social cln^ or wealth, to be open to every rhernber of the 
community on terms within *fiis reach*'—everything in the 
nature o# military training to be absolutely prohibited. In 
regard toT^ublic health, the Labour Party •holds that Govern-^ 
ment shoiild build at the national expense the requisite numJM&r 
of dwrfling»houses, spacious and hejftthy,^each having foui*^r 
five room^, larder, scullery, cupboards, and fitted bath, spaosd 
not mor^ tha^ ten or* twelve to ^he gicre. and^^rovyled with 
a garden. National provision for 4 he prevention and treat- 
zfkent of disease, and the care of orphans, ^firm, incapacitated, 
and aged persons is also included as an indisp>cnsable part of 
Labour’s policy. • ^ * * 

InVegard to agriculture and rural life, the Party has formu¬ 
lated a number of proposals based on the Government's 
imnj%diatcly assuming control of the nation’s ag riculturaL 
land, and— 

^ • . 

•* cTisuring its utilization, not for rent, not for game, not for social 
amenity of a small social claMI, not even for olMail^ng thte largest 
percentage on the capital employed, Isnt solely with a view to She 
production oi ahe largest proportion of the food-stuffs rcQuired b^th© 
population of these islands under cmiditions allowing of a^good life 
to the rur<fPpWpu 4 W.ion with ct>mplote*security for tRe farmers’ enter¬ 
prise, yet not requiring the consumer to pay*a price exceeding that 
for which fooA-stuffs can be brought from other lands. 


The means proposed to attain this end arc largo national farms, 
small h^d^gs^mado accessible practical agriculturists, 

municipal agricultural enterprises, and farms let to Qo-operative 
Socieiiies and other approved tenants, under a national guat^ 
antee*agfti9st losses due to bad seasons. Ali*<iistribution of 
agjricultiiral fcod-stuffs—from milk and vegetables up to bread 
^nd meat—is to be taken out of the hands of dealers %nd •hop- 
keepers, an<^is to be effected by Co-operative Societies and lo«al 
authorities ** with equitable compensation Tor all interests 
expropriated or displaced.” . 

Xh^LaBbur Par^ also advocates Oovemmont importation 
of raw materials and food-commodities, and i^f^emment 
control of the shipping, woollep, clothing,^nilling, and other 
a^igil ar indus tries ; the rationing both of ^w material %nd of 
food co 5 ti 3 TWSivies, and the fixirjg of all prices oti the basis o^ 
acoucate costing, so as to eliminate profiteering. It is.*the 
Labour Party says— 


"* iast*a5 much the^uncti^i of GovemmefiJ, and just as necessary a 
of the democratic ^^egulation of .industry to s^^guax<i the interests 
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of tb« commwiity as a wlK>le and tbAc <d gra dea ftad cla a a ea of private 
consnmers in 'tlie matter o^price^ as it is by tbe F'actory and. Xrade 
Board Acta to protect tbe riglits of the wage*earmng producers in tbe 
matter of wages, bours of labour and sanitation, or b^ylbe organized 
police force to protect tbe bousebc4ider from ttw burgukr." 

A Involution in Public Finance ^ 
^■^i^^omplete revoluMozian national finance is overdue, in the 
opfmbn of the Laljpur %*arty. Too long*, it says, has our 
national finance been regulated an a basis opposed tcf the teach¬ 
ing of political aeonomy, ^cedtding to theViews o^the possessing 
classes and the desire for profits of the financiers. There 
ought to be such a \^steni of taxation as will secure all thte 
nece^ary revenue to the Government without encroaching on 
^he prescribed national minimum standard ofdife of any family, 
without hampering production or discouraging any i!seful 
personal effort, and with the closest*possible approximation to 
^joualityof sacrifice.” The Labour Party accordingly ^puld 
insWETW^Ssrect taxation of all incomes exceeding the necessary 
cos* of family matntcnance, and the direct taxation of private 
fortunedboth«during life and a€ ^eath for the redemption of 
thg National t)ebt. It opjipses taxation calculated to increase 
the^rice of food or necessaries of life, and holds that indirect 
taxatiomef compiodities, wheftier by customs or exgjgg^should be 
limited to ” luxuries.” It would retain and irfCfease the excess- 
profits tax and. untiP nationalization of minerals,*the mineral- 
rights dul^. Tlie unearned increment of urban l£in<^ and 
mineral vaMes it would divert t>y taxation wholly into the public 
exchequer. Death duties •would be regradua^d gndi heavily 
increased. ^ as to turn into the national coffers all the wealth 
every person deceased in excess of a quite moderate amount 
to be left for faftiily provision. In addition, the L^>^ur^arty 
stands for ” conscription of wealth,” described sC& ” a cap^al 
levy.^hai^eable, like death duties, on all property, with exempt 
ti<m. of the smallest savings up to £i,ooo, but risiqg rapidly in 
percentage with*the value of the property, for the purpose of 
freeing the nation of as large an amount as possible oi its present 
load of interest-bearing debt.” Co-operalgve SociSlies•wovild 
be left et\^ii9sly iree from this levy. 

The Surpli^ Wealth for the •Common Oo od ^ 

The fourth*prinCiple ^f the*Labour Party's ^WfT^^“*o!r social 
recdnstruction*is ” the diverston* to the common good erf «the 
surplus over the expenchtur# re^^ui^d^for the maintenatice of 
the national minimum ol Kfe.” Thitf ■serplusis said to be em¬ 
bodied in thej’iches of the ftiines,t|ierentalvalueof lands superior 
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to tiae wMLrgin ctf coltivation, tiae extra, profits of fortamate 
capitalists, laow allied to be ata^rbe^Tby individual proi»ietors, 
and devoted to. the senseleSs laixury of the idle rich. It is to 
be secvired oy nationalization* and municipalization, and by 
steeply ®mduated taatation *pf private income and riches. 
From it i»to be drawn the new capital which the community^ 
day by day will require for the perpetual improvement and* 
in<^rease of its various enterprises, ^d lor which it is sarfd^to 
be dependent now on the us^ry-exactin& financier. ^ 

It is ill tlii^I>roposal*for the appropriation o£ surplus fos the 

common good—in the vision of its resoKite use for the building up of 
the community as a whole instead of for the magnification of individual 
fortunes—that the Labour Party, as the Party Sf the producers bjf hand 
or by brain, most distinctively marks itself off from the older political 
partms. standing as^hese do essentially for the maintenance tinimpaired 
of the perpetual private mortgage upon the annua* product of the 
nation that is involved in the ftidividual ownership of land and capital.*’ 

International Co-operation ^ 

From Labovur’s home policy we turn to foreig^i Its 

international aims are “peace co-opcri»tion betw^n 

nations ; the avoidance of anythirig making for intematjpTial 
hostility : the development of enternationai co-optafation in 
the League Tfl stations." and “ an ever-increaSing intercourse, 
a constantly developing exchange of commodities, a steadily 
growing^ mutual understanding, a contiiyially<expanding 
friendly co-operation among all the peoples of tiie world.' 

“ Imperj^lism^ defined to meaji^ extension of empire over 
cxjuntries without reference to the wishes of the inhabitants of 
thos^ countries, is repudiated as rooted in cap»ltalism, an 4 
springing pnly from a desire for profits and for selfish exploit¬ 
ation of*thematural re.sources belonging solely to those i^iabit- 
afits. “ Protectionism “ in any form, whether by prohibitions 
"on imports, embargoes, tariffs, differential shipping or railway 
rates, for the purpose of limiting the amount*or restr^ting the 
fre^ flow Of foreigi* commodities into this country, is unreser- 
vedl5P coJldemned.^ Protection for the benefit of a particular 
trade, or all trades, while it*may conduce ^o the immediate 
advantage of Labour, is presumed to operate to the greater 
ultimate advantage of*the capitalist, aryl to strengthen his 
-An^^hing tending to such V result i# “ contrary tr 
jtrue interests of Labour*."^ Protection is «aid to lead to 
capitalistic rings, combinations and trusts, higher prices, 
diminished consumption, reduced* %mplo3mnent. "l^ls beir^^ 
so, X..abour favours the free importation of all foreign ^goods. 



38 AN b'tnri-TOK OF 

smd tlieir sale at rates as low as sfire consisteaat wit}i*t!heir xxutnu- 
factiire rmder xmsweated labdur conditions in their land of 
origin. 

No Protectinfe Tariffs 

All tariffs, especially if differential, must, so X^abou^contends. 
^nwitably create international friction, retaliation, enmity, 
an^tlltimately active? ho^ilities, and are to be more especially 
discarded, inasmuch* as tney are the favourite ini^^ument of 
czf^italistic groups eager to n^ke^rofits Oipt of international rup¬ 
tures. Labou^ accordingly objects to the protection of key 
industries for purposes of national safety. “ It is impossib^ 
to m^ke either the ^British Empire or the British Isles self- 
contained or self-«upporting- Even if practicable, the policy 
of self-sufficiency would indicate a provocative intention to 
maintain a national condition of preparation for 

war." Therefore, except so far as is necessary to avoid* the 
^■lUigjy^^^^discasc or prevention of accidents, there mu^t bft no 
restrictio^^i^ th(^ transit or importation of any commodity. 
Im^rial prererence is likewise r#jccted as a selfish attempt to 
res eiv^e* t or ttfb inhabitants of the British Empire the raw 
materials and markets oi^^ie Empire, a course incompatible 
witffany kind of lasting peac^ having regard to the resentment 
it wouldTprovoke amongst the nations exclud**di'tfp9Ri partici¬ 
pating in these raw materials or frorh supplying our imperial 
markets, d-^bour calls for " the open door " in all^ur Colonies 
and Depen^enci< 3 ;, and in " non-adult countries," me&ning by 
this term " exploitable countries " like China ^»d Africa. The 
position of the capitalist has been so undermined Uy^-abour's 
%ttack at home that capital, in Labour’s opinion, is now making 
its real profits jind consolidating its power by expropriating 
natives, and compelling them to work for low * 

Freedom of International Trade 
Tn order to free Europe from " the rivalries of Capitalism— 
Imp>eriansm—Protectionism, which poisoned international ^jela- 
tions between 1880—1914,'* L.abour desires see aiwecotiomic 
side of the Leaghe of Nations developed so as to secure the 
removal of all economic barriers arfd maintain equality of trftde 
condi^ons. But surely it was Labour itself that cal led loudest, 
for self-determination, ^hich has so grievously ■■JpailFU'TBF 
ecoijomic restcuration of Euro^b. * A 'World Economic Cowacil 
of the X.eague ought to apportion ^he supplies <>f food- 
^^ommodities and raw ratt^enals^and xx^intain credit ixv the 
various countries so as to ensure fair allocation of raw materials. 
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. the furth«:aSice of psodtuctlonrthe develoiMnent of mtemational 
lines of c ommt mication, and. fbe p^vention of exploitation 
by trusts. ^As an ^tematfve to “ the present profit-making 
capitalistic economic system.'* Labour propKJses to use for 
purposes ^f intemationau trad%. an organization on a world-wide 
basis of 4 he different national Co-operative movements. So 
long as foreign trade remains under the control of the com-^ 
petitive and capitalistic system, Lab#ir asserts that its gotf^ral 
intemationSl aims can never ^e attained.* • 



40 


CHAPTER III 

. THE EABOCR ^PARTY’S ADOPTION OP 
* SOCIAX.ISM 
T. MEAMIlj^ OF SOCIALISM 

Tbe Common Characteristics of all Socialistic Creeds—State Socialism 
—r-Sjmdicalism—I^Aional Guildism—Nationalization and I^emo- 
^ cratic Control. • • 

S ocialism* is too amorphous to admit of any workable 
definition. Each age exhibits schools of thought, 
^^Q^ustrial and philosophic, which define Socialism in diffesent 
^o contemporary political circumstances, 
economic conditions and industrial tendencies or their inter- 
pretati«ft of ^em. There is no more interesting study than 
to^trace out the variant ^Kicanings of “Socialist” from its 
first^appcarance in the Co-o^eraiive Magazine of November 
1827 up*to thc,presexat time, and to note ive con¬ 

tractions and extensions irf political, ethical" economic and 
social implications aS decade succeeded to decade. 

The Cdmmon Characteristics of all Socialigtic Creeds 
But certain brands of Socialism can be describe if not 
defined. The one common characteristic is abolition the 
“capitalistic oi;ganization ” of industry. If we call tms A, 
then we can say that all schemes of Socialism caQ be»re 3 uced 
to thg general«formuIa A x. where x is a symbol standing 
for a very Targe number of variables which comprise the metlipds" 
bj^vhich the capitalist ig to be extinguished ; the terms on which 
the present capitalists will be compensated pr otherwise expro¬ 
priated; the persons or authority in whom the means of pw>uuc- 
tion—and probably there should be add^ distribution and 
exchange-^will be -Njpsted ; the persons or body to be responsible 
for th» organization of industry and foe its control ; the means 
|»y which capitel wi^be fcund and prices regjilated 
in w^ich the ne^ industrial system will stand to the commvmity, 
and the various socialized in^ustrie^ ^ on^ another. These 
^^re the practical pointe m Which ^ attention sKouI<^ be 
^directed rather than aca<^mic dem\itio?fe. 
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Of the teftn; ** capitaHsm %skA what ie inn^ed hy it all kinds 
of de^nitions are current. Socialists of different schools 
have their own d^nitions embellished with epithets which 
va3ry in virulence according to their particular trend of thought. 
Employers too have their definitions. Ibut it will be sufficient 
for our porposes if we take capitalism t<^ mean the existing 
scheme of industrial organization. Jlie basic vices of 
capitalism, according to all Socialist, are that it is a sy^em 
under whi&i the owner of the capit^ einployed in industry 
possesses and controls the wholes business of production amd 
sale of tne ohtput, buying, just as.hh buys raw materials for 
his business, the labour fKJwer of the vjprkman, paying him 
as little for it as ^>ossible, and that in “the form of a.wage 
merely in respecj of •the time he is at worl^; a system imdeia 
whiah the employer maintains a reserve of unejnployed labour 
in order to provide for the variations in trade, while 
recognizing no responsibility in respect of the workman at 
titrfes wheiv the employer cannot or is not prepare^^^a^tfMw.>i«lcf‘ 
him with work. Under such conditions the wo,j^mian is^aid 
to occupy a quasi-servile status, to be a wage-sl^/e an^J^ntitlcd 
to no voice at afll in th^ control, of the industry. That, 
without the usual garnish of iouse, is probably affair 
description of the present organization of indus^y as it 
is envi^Sge<i"Hpy the Socialist. .The two grtiat incidents of 
capitalism which the Socialist therefore ^cks to eradicate are : 
the private ownership of land and capital; and the ««nployment 
on a*w 3 ge-basis of hired labour. If only capitalism could be 
abolished the workman would no longer see his employer and 
other c^jifhlists appropriating, in t'hc shape of rent and interest 
and profits, all the value of the product which thfe labourer ie 
said^to create over and above tlie amount of his wages. 

To capitalism, it is customary, and, indeed, necessary for 
hts argument, for the Socialist to attribute jd .1 tl'^ illg from 
"which industry suffers and most evils to which the community 
is heir. With the exit of capitalism.the Socialist says tnat 
unemployment would disappear and adequate maintenance 
be fecund for sickness, old age and other incapacity, equality 
of opportunity afforded to all,*full scope provkied for individual 
n-eiepression and development^ and a universe millefintum inaug- 
tirated. In the minds of som^ Socialists there seems no limit 
‘ to tb© mephitic influence •of capitalism. 

S^adwell. in his discerning oroides in T'he Ti^es^ on ‘*The 
Revolutionary MovemqpA in Great Britain," mentions that the 

^ Steprinted, wkh aej^itions, The R^ 9 olt*tionary Afovewent in Gre^I | 
Britain. Grant Richards, X92X. • 
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Daily Herald of February 2, fotaa^ tbe cause bf influenza 

in capitalism, and argu^ tha€ imless the latter is destroyed 
it wiU destroy mankind; conversidy I>r. Shadwell logically 
suggested we may assume that, if capitalism is abolished 
- influenza will disappear! * • 

We are now in a j^sition to distinguish the principal schools 
^^of Socialism that exisj to-day. One will not ^d them formu- 
latid^ their principles as A-isply as I set them out. My object 
is fnerely to indicate the main jDutlines. o 

State Socialism 

First we have th^ State Socialist who advocates that the 
State^hould acquire, fis he generally says, the means of produc¬ 
tion, distribution •and exchange, or, to rtduge it to practical 
terms, land anc^the national industries. Xaking, for example, a 
concrete case—the railway industry—the State would take 
over all the railway undertakings in the country from •the 
'*'***"--’of shareholders who now own them alid, 
undgr mosf‘*5chenaes of State Socialism, would compensate 
the sha^holdc^ by paying them, in State securities, something 
approa^ing t 4 ^ capital vfiJue of tUfe net maintainable revenue 
of t}ic undertakings. UnoSit this system the Stat» steps into 
the sTioe^of the original owncss of the railways and acts as the 
employer controMing the industry and employin^ftie Workmen 
just as the private owners previously did. The industry w'ould 
be run by •a Government t>epartmcnt in Whitehall and, the 
State Socialist says, will b^ run in the interests *of* the 
community and not for private profit, inasmuclms the Govern¬ 
ment Department is, through its ministerial head, Responsible 
to Parliament, which represents the community. 

Syndicalism 

Thq nc^ school is that of Syndicalism, which, curiously 
enough, was really in its origin aBritish conception evolved in the 
revolutionary phase of the Chartist movement, but Afterwards 
touclied up and elaborated by Continental Socialists,especially 
in France, as by G. Sorel.* Under this system, th^piivate 
owner would be evicted by the ^^^rkers, who would form some 
consolidated body, tisually in the shape of an industrial Union, > 
includ&ing all persons concerned ib the operation of the ind ustr y, 
%nd that body would^arry on the industry sojely in tl«« ci'i LSRSLs' 
of the workers^ Possession of^be indxistry would be secured 
by the workers seizing the political p^ci^er in»the State, or, as 
—is more generally advocates^ Wy dtrpet pr^sure^of sucH a l^nd, 
'ill the form of a general strike or otherwise, as would enable 
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the workerjl in all indLustriea^'by concerted action to seize the 
mea3nLS of production. Regaraing. ^ls the Syndicalist does, 
the capitalist as an idle and useless parasite who hattens on 
the labour of the workers, no trompcnsation would be paid to 
owners. »Xhe S>ndicalist hfe not quite made up his mind 
whether he will include the teclxnical and administrative staff 
in the indxistrial Union wliichwill own and operate each industry, ' 
nor has he worked out the relation#to tne State of individual 
industries* Sr industry as a wl^ole.^ Mos^ Syndicalists assvAne 
that the State and ita legislative, ^idministrative and cxecutfve 
organizations? sls we know it, will qease to function ^nd come 
io an end under a syndicalistic regime, ^nd that the country 
will be governed by some organization rejJresenting the workers 
as a whole. Es^ep-t amongst certain revolationary elements,. 
Syndicalism has not a strong hold on Eritislj labour. 

National Guildism 

Next we come to the school of Guildsrqcn, tliat 

section known as the National Guilds have woiT^'d out flicir 
theorjr in the greatest detail. This school Sl^s tlJ?Pt State 
Socialism >yould mean a rigid bureaucracy, and, so far as«tho 
workers are concerned, little advance on the ccipitalistic.ridflme, 
because«alic ai^yfkers would really be in the emplo>m<?fit of the 
State and enjoy little or no voidh in the control of industry. 
On the othtfr hand, they say that the syhdic';ili.«itic^conc«‘ption 
is doomed to failure because it nvikos no prtjv^ion for including 
the supervisory^ technical, managerial and adminis'^rative staff 
in the iftdwstrial organization that*controls Ccicfi industry, nor 
allows any safeguards for the consuming community against the 
exercise of monopolies upon which tlie people are 
depehdan^ for their necessary commodities and services. 
Accordingly the National Guildist proposes th;W^ thg system of 
• craft Trade Unionism that exists in this country should be 
re^aced by industrial Unionism under which %11 manual worlfc'rs 
employec^in each industry would be enrolled in a comprehensive 
Tr^d^ Union emlxracing the whole of the industry, which in 
CCfOrse oi timewordd be expanded into an industrial Guild that 
^ys&uld also include all the .supeirvisory, technical, managerial 
and administrative sta^, and that this GuiTd should be ^tirely 
regppns^le for the control and orgviiza4ion the work of 
the particular industry. ^^xactly how \he Guilds are tS 
aAjuire the means of production in each indilstry is not yet 
'• • • ^ 

**A good expesiti'Oje r>f thi^ school (k Socialism is to be found v> I 
Professor J. A.. Estcy's Hevolutionary S^ndicalispn. 
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developed; some advocate ^ccf^usition by tbe* State for 
a small pa3mient to the owners and then transfCTence by 
the State to the Guilds ; others the forcible acquisition by the 
Guilds after such ^adually intensive action on the part of the 
workers as will bring the capitalistic S3^tem of organization of 
the industry to an impasse. A Guild Congress for each industry 
’ will regulate the aifaifs of that industry, and a National Guild 
Co^gr^s of all industries xhe affairs of aill the indu$tries in the 
country. Prices ana other masters in each industry which 
afi^t the cons^imer will be aegulated by-arrangement-between 
the Guild* and local and tentral organisations representing the 
consumers, and general matters in all industries affecting the 
community will be* adjusted by negotiations between the 
•National Guild Cbngress and National Consjimers’ Organiza¬ 
tions. Xhose who desire to follow out Guild Socialism both as 
an industrial and a political conception should read that most 
interesting and brilliantly written book by Mr. G. D. H. ^?le. 
Restated ; and investigate the Building Guuds. 

* ^ Nationalization and Democratic Control 

In Great Bfttain, politic^, industrial and social schemes of 
re<^j^struction have never followed strictly logical lines ; they 
have lir^riably assumed a character of com prom is^_thereby 
giving effect ft) national •idiosyncrasies of^^Pfemperament. 
Accordingly we find a large body of Socialist opipion in this 
country advocating what it calls “ nation^ization and 
democratic* control." Perhaps the best illustration of what 
is meant by that baffiing^phrase is afforded^jy th^ scheme 
of the Miners' Federation of Great Britain for the reorganization 
of the coal •industry. In that scliemo, which is explaiiUtd in 
the Bill presented to l^arliament by the Miners' f"cdei;fition 
in 19JO, the basic proposal is that the State should Ibuy out 
the C4^1 owner# and that there should be established a Natiorikl 
M^ing Council. Since the Miners' Federation as at present*' 
constituted could, not. appoint the technical workers, this 
Coimcil would be composed, as to one-half^ of repr^entatives 
of the manual workers in tile coal industry, pnd as 
half by represenftitives of the Gbvemment. If, however, the 
Miners' Pedferatiom could appoirft the technical workers?^ P* 
rathew gather that they woulti not have been prepa red to 
wcquiesce in SUch duality of control. Under their pITo^^al, 
the «one-half of the Nation£t|L Mining Council representijpg 
the workers would be appointed by tb^Miness' Federation and 
^ other half would be p^sons dppoint^ by the Government 
{o represent the tcchnical,^dministrative and commercial sides 
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of the indtistry together witib jpther^ persons to represent the 
consuming community. This Council would determine the 
ann\ial output, fix pnces ^d control finances. In addition, 
there would be XHstrict Cou^fls for each coal-mining district, 
one-half elected by men ^orEng in the district, and the other 
half being technical and administrative 4>ersons and repre¬ 
sentatives of the National Council. Further, there would be 
Pit or CoUysry Committees at every^ colliery comprised exclu¬ 
sively of the managerial, technical and rnanual workers, 'fije 
manager^as the person responsible for the go-%^rnance of tlic 
mine, would be resp>onsible to the pit Committee, and the Pit 
Committee and the manager would be re^onsible for conduct¬ 
ing the collieiy^. * ^ 

It will be obs^ved that this scheme of ol^anization, which* 
is inrobably what the m*ost thoughtful scctk>ns of Labour 
have at the back of -their minds as the kind to be 
apj^ed to a well-organized industry, differs from State 
S^ialism in that the State is not the direct emploMeiw and 
differs from Syndicalism in that the workers have :<otaiitorj^atic 
control, and differs from Guild Socialism in t^yit th<?^onduct 
of the industry is not entirSy by ^^uild repreSf>ntative of all 
persons coitcemed in the industry.but by a Council consigjfing 
as one-half of representativoe of the miners and ^ to the 
other KSli o* 'Government representatives. * 
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CHAPTER IV 

THE LABOtJR PARTY’S ADOPTION .OF 

sogiaLism 

2 . HIS'JORY^OF THE ALLIANCE 

Labour’s Struggle for Political Power, T825—1832—labour's Alliance 
‘ with Revolutioftary Socialism. 1832—1842—X^l^ur's Renunciation 
of S^iclalism,^842—1885—The Era of Constitutional State Socialism, 
1885—1005—--^ho New Syndicalist Kgvolutionary Ferment of 1905 
—The Socialist Societies—The Social Democratic Federation— 
The Communist Party—Tl\e Fabian Society—The lndep»endent 
I^tW^as^Party—The Socialist l^abour Party—^The Socialist Party 
f>t Cre^ - Sritaifi—The National Guilds League. 

I T i^' imp<^aK>ible to undcrstai^d the present connection 
between the Labout^*Party and Socialism without some 
smsrti acquaintance with the history of Labour’s “attitude to 
Socialism in th<^past. That involves a retrosjjgct ©f Trade 
Unionism. Up to 1825, anything in the nature of a Trade 
Union was rigorously suppressed by the Combin«.tion Laws, 
which, after considerable agitation, were repealed .by the 
Acts 5 Ged. IV, 95 and 6 Geo. IV, 129. Although full 
freedom was not thereby* secured for Xraoc Ufiions, yet 
for the first time the right of collective bargaining was 
recognized—a process of negotiation in course of ^hich 
organizations dt workmen could withhold their .labour in 
order*to secure the rates of wages or conditions of employ¬ 
ment ^hat^hey desired. As was naturally to be expected, this. 
!ed*-to an increase in the number of Trade Unions and of tKcir 
p>owcr. •But fortune ptoved unkind. At the outset of their 
development there occurred the financial cr 3 .sh of 1^2^, which 
caused wholesale commercial ^uin and widespreaa*'cft>'3ftk^ 
of works, ^eductions of w'agcs and,unemployment for the fqur 
or five years foUowftig, with continual §trikes by way of resisi^ 
ance ffo wage jeduct^ons. The poverty and destitution of the 
tlrorking-classes as Compared watlj the wealthier section of the 
community led*to dissemination among the workers of revolu¬ 
tionary ideas, political and socialist!???* Ond can read in the 
itcwsi>apcTS of the time, “even as Tfar bav'*': a^ 1829, familiar 
doctrines—tliat Labour is*the only source of .wealth-^—that the 
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workine:-znWk are tike su]:^port*o( ttie: |^dclle and upp>er classes, 
the nerves and sonl of production, theToundation of the nation. 
From 1829, and particularly thjroug^h the Chartist days of X835— 
1842, the Xrade Union movejrfent which had previously con¬ 
cerned itself mainly in endeayoxiring •to increase wages and 
improve Conditions of employment, was actively associated 
with the middle classes in prosecuting revolutionary aims. 

Labour’s Struggle for Political Power, 1825—1832 
From g82g—32, the struggle swayed around th^ Reform 
Sill. Soth Labour and the middle classes combined to regard 
the enactment of that measure as the ojyning of the door to 
social progress. Its failure to provide for universal mai^ood 
suffrage shattered the Ixopcs of Labour. R?^volution had for * 
somdtime been whispered; a school of advanced Ijubour thought, 
when working out to its* logical conclusion the theory that 
labour was the sole source of value, had evolved the doctrine 
of class-war. 

Labour’s Alliance with Revolutionary Socialise• 183^^—1S42 
Stung by disappointment thrgiKgh exclusiCn from ^he 
suffrage, organized Labour embraced these revol ution ary 
doctrines, arrayed itself defirfitely against Parlicrffl^ntary 
government, and insisted that dthc workers^ only hope of 
salvation in direct application aga«nst the community 

of their economic power. Robert Owen abopt that time W'as 
the lea<fer of socialistic thoxight* in this country, and Labour 
adpptcd^and adfe-i^tcd certain part^ of his policy as its ofiicial 
programme. Owen's notion substantially was that the 
macl6nery of production should be owned not by the com¬ 
munity, bpt by the particular section of worI<XTs who used it, 
and thsft the Xrade Unions concerned in each industry should be 
^tA.nsformed into national companies to carry*on ^he «trade. 
*Prefi.t-making and competition were to be eliminated. Xhe 
labour of Ihe miner, for example, would exchange pn some 
tin^-basiS with the labour of the agricultural labourer. One 
OBt^uAMOBtic Owen^e, 'William Bent>ow, elaborated the theory 
of the general strike as the rfleans of enforcing the transfer of 
■ftflSustries from the capitalists to the wortsers. ^this was the 
first official adoption by organized Labov^ in this country of 
socialistic conceptions. Xhe movement, hnwevdt', collapsed in 
z^34, and was succeeded by^wfiat is now knovwn as ChairMsm. 
Xhat tekTxi was at the tsme merely understood to mean demo¬ 
cratic ^>arUamentag( reform^ its iqpAnediate object being tl\p 
conquest of political power, and its ulterior piuposes^ so far 



i8 TH£ 

organized I^boxir vi^ex^ coibQei^ed, wereiJbeestaftdishxnent of 
zommunist colonies, the common ownership of land and of 
bhe means of production, social teform, democratic political 
organization, greater freedom Sc^ Xrade Unions and improve¬ 
ment in wages and working conditions. There was thus a 
combination of miated forces working indiscriminately for social 
reform. Trade Unionism and democratic parliamentary govem- 
m|uit. The dominant ifotion was to obtain parliamentary 
p^wer which was thought a sufficient means *to reform 
society, reorg?inize industry and purge the nation^ of every 
kind of social and industrial disorder. As is wefii known, there 
were two distinct parties in the Chartist movement, those 
who*advocated physical force and those who confined their 
argument to moAl suasion. , 

The year x8»4z marks the culmination of Chartism and will 
be remembered as the year of the general strike in the North 
of England, and of the apparent imminence of a social refjolt ; 
but the collapse of the general strike and the repressive action 
of the government took, for the time being, all driving force 
oxit of^he agitation. When times improved, and trade started 
to prosper, < 5 hartism los^ ground ; the Trade Unions began 
to*'tletach themselves from schemes of social revolution, and 
to their immediate objective the improvement of the 

conditions of tlfe workers iotregard to wages and employment. 
Chartism continued, as a political movement, >yith varying 
fortunes, up to the year 1849. What it achieved up to 1855 
is thus summarrzed by Mr. Beer in Vol. II of his History of 
British Socialism, p. 190 .% « ^ 

*' After a desperate contest of thirty years’ duration. Cbarti^un had 
come to an end. It had not been a struggle of a plebs for e<}uar rights 
with the patriciate to spoliate and enslave other classes <{tnd xwi-tions, 
but class-war aiming at the overthrow of the capitalist society and 
putti]i<' pn£,duct‘ion. distribution, and exchange on a co-operative basis. 
Xlie working-class was apparently defeated. 

**" SafHcd and exhausted through erratic leadership, untold sacrifices, 
and want of proper mental munitions, tliey retired from the field of 
battle, bleeding and decimated, but little aware of the ^eat r^ults 
they had achieved. Xhey only saw the shatt^ed ideals ar-t. 'broke n 
hopes that lay strewn on the long path they had been znarching and 
counter-marching from 1825 to 1855, not knowing that it was fc^m 
the wreckage and debris of thos^ shattered ideals that the matenal 
was gSthered for builfling and paving the'rosMi of social progress, 
c “ 'liie advaif&e wbcch G^at Britain had mada in those thirty years 
in a(>cial refom^ and democracy 4 ^ras enormous. ^Clie Chartist period 
witnessed the first real Factory A^t (T833h the fir^t mining law for\he 
protection of child and female labour the Ten Hours* Bay (X847), 

4he reduction of the newspa^-r stamp ^1836), lifre Abolition of thcsCmm 
Laws (1846), the repeal of the CorrespondUng Acts (X846). It bequeathed 



to th« ■woriclaig-caaawo titw oo*<4;*era.tive store sad co-oper&ti-ve pro- 
action. snore snccessftil trade nxiions. aj»d international sentiments. 
It forced tbe tliinlcing men of tiie nation to regard the X.abour problem 
as a serious subject for investigation and discussion. Finally, it 
Imbued the thinking portion of ta^.working-class with the conviction 
that Liberalism must first do its ^krork, befot^ Labour could come intc 
its own. t^th in the legislature and in the factory. In short, from 
the catastiophes of X832, X834. 1839, 1842 and iS^S, tlie lesson emerged 
that the revolutionary policy of ‘ all or nothingf* of a sweeping triump); 
by one gigantic effort, of contempt for reform and of the supra^ie 
statue of a toital and radical subversion of the old order, were foredoomed 
to failure. The generation that succeeded Chartism went into Gl^- 
stone's casap and refused to leave it dither for the serial Foryism ol 
E^njaxnin Disraeli or for the social rev<Mution of Karl ^ara." 

• • 

I-abour*s Renunciation of Socialism, 1842—1885 • 

Onwards from* the year 1842, altliougli individual Trade 
Unionists and certain societies, which included rft> doubt mem¬ 
bers of the working-classdfe, continued to promote Socialism, 
the ^British Trade Unions advocated no scheme of Socialism 
as part of their oflicial objects. They contented^hemsclvcs 

rt’ith improving their organizations, increasiifg their members, 
making provision for friency.y society benefits^and of»intro- 
ducing methods of collective bargaMPing instead^of cla.ss-^ar 
and of strikes. Mr. Beer again states the nositio n ^ p. 
195 of Vol. II, History oj IBrii-^h Socialism ^' 

“ Tlie twenty years following upon €lie collapse of Chartism formed 
the golden ageof middle-class Liberalism. 'I'lio"glamour of its doctrines 
as set forth by Mill in his essay ' On Liberty,’ the p^ienomenal growth 
Df Dritish trade and commerce, the unrivalled jwsition of Great liiritain 
as the workshop o^the world, ma<Ie llritisli Liberalism the lodestar of 
all natioift artriving for freedom and *wealth. Competition as the 
regulator of economic relations, free trade as the international bond 
of pea8e and goodwill, individual liberty as the sacred ideal of national 
politic^, reigned supreme, and under their weight th«^ entire formation 
of sociail Evolutionary ideas of the past disappeared from view. . Xhe 
ivovking-classcs formed a part of triumphant Libcratfem. ^ _ 

• " Gladstone, surveying his hosts in appeared quite justmed in 

telling his Conservative opponents that there was no use fighting agai^^t 
liis social forces. ' which move onwards in their ifiight and«majesty 
and which .• . . are marshalled on our side.' He might have addressed 
tl^i^^na|^^k^quent words to the leaders bf the International Working 
^^H^^^SSsociation, wlft> with Kark Marx at their head, were precisely 
%^that time making a serious p.ttempt to resuscitate Clutf^ism and 
99 rach the masses from the Liberal {*arty. Soci^ism. and independent 
L.abour politics came to be Egarded as exotic plants w'hich coulcl*«xever 
Sourish on British soil. *♦ • 

'* The trade unions renounced all ^lass-warfare and^mcrely trlej^ to 
ase«their new citizenship (1867) and tUfeir growing economic organization 

;—^the first, trade unfbn coif^ess toola place in 1869-with a view to 

influencing the dietribiUion of Ahe natieftal wealth in their favour., 
Ibeir aim ajxd end wksthat of a plebs striving for equality with the 
l..y. 
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possessing and rtiling-clasaes. Xt was, despite some stsugg^ for the 
legalization of trade unicmiscu, a period of social peace, and it lasted 
till about x88o." 

This state of things continu€^in fact up to about 1885, and 
intil that date Sociali^pi formed^eally no part of official Trade 
Union principles. ^ * 

The Era of ConAitutional State Socialism, Z885—1905 

and Mrs. Sidney Webb in their History t. oj Trade 
iTnionism, revised edition, 2920, p. 374, describe the principles 
of the I^boiiS' Party about 1885 as follows : - 

" Laisses fairs then evas tlie political and social creed of the Trade 
IJnipp leaders of tliis tfme ; up to X885 they undoubtedly represented 
the views current •among the rank and Hie ; at that date all observers 
were agreed that the Trade Unions of Great lEiritarn would furnish an 
impenetrable bdirier against Socialist projects. tVithin a decade we 
find the whole trade union world permeated with collectivist ideas, and, 
as The Titnes recorded as early as X893, the Socialist Party supr^xxe in 
the Trades Union Congress. This revolution in opinion is the 'chief 
event of Trad© Uni^n history at the close of the nineteenth century.” 

:fhegp two talented authors analyse the causes. They 
attribute it m great measure to the “ new unionism ” of 1889 
wRich was itself largely the result of the wide circulation in 
Ore^tv j^ritain of Henry George’s JProgress and Toveriy during 
the years i88o-*i882 ; the lecturing of the late Mr. H.M. Hynd- 
man and Mr. Williapn Morrfs and other disciples of Karl Marx ; 
revelations of certain " well-intentioned if somewhat senti¬ 
mental philanthropists " of -their experiences in the sweated 
industries and slums of our great cities, as,^or example, Mr. 
Charles Booth’s great work’, Ltje and Labour in Lottdori' ; depres- 
.ion in trade ; the great Dock Strike in 1889. , 

The attitude observed by the Trades Union Congress in 
•egard to socialistic proposals is instructive. Up*to 1887, at 
ive ^uc<^ssi‘ve conferences, amendments in favour of £he 
lationalization of land had been continuously rejected : at 
:jue Swansea Conference in 1887, a resolution in no very de^ite 
:erms was accepted in its favour. The ^extreme, socialistic 
conception of the advjinced Trade Unionist of the n^xe ti ^ w as 
State Socialism »to be secured by constitutibnal politxcalaCllTin. 
The power* of actv>n was to be derived from every workiag- 
iclas^Socialist becoming a member of his Trade Union, of his 
local Co-operativs*Sock..ty, of his borough council, urban or 
rui;al district or county coUnoil. This represented substan- 
ticUly the full socialistic creed of official I...f.bour up to about 
the year 1905. Mr. and Mrs. Sidney Webb thus 'epitomize 
it : - • 
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*' In eixart.^tHwo was from thcTc^llapsejof Owenistn and Chartism in 
f-^he eighteen-thirties and -forties right down to Z900 practically no sign 
^hat the British Xrade Unions ever thought of themselves otherwise 
rehan as organisations to secure Kt^ever-improving standard of life by 
nneans of an ever-increasing contvd'of the conditions under which they 
fw'orlced. ^They neither desired nor sought* any participation in the 
^anagemdnt of the technical processes of industry (except in so far 
these might affect the conditions of their employment or the 5 ielcction 
■of persons to be employed), whilst it never occurred to a Trade Union 
^o claim any^xjwer over, or responsibility for, bnying the raw mateAals 
or marlceting the product. ”— story of 'I'radc Umotitsm (19.20), p. 039.) 

The ^ew* Syndicalist Revolutionary Ferment of ^905 
• Between 1905 and 19x0 new socialistic l^'Iicfs of a Syndicalist 
character began to be ab.sorbcd by sections of Trade Unionists, 
especially the miners and the engineers, wlio soon exhibited 
a spirit of revolt not only against the capittilistic system, 
but 'more especially againSt the limited aims of contemporary 
Xrg^e Unionism. There commenced, and \ap to the beginning of 
the war, continued a definite struggle in the X,abour movc*ment 
between the constitutional Trade Unionists \vho ht'ld tigtkt to 
their ideals of State Socialis^, and the revoliiti^iiary imliistrial 
Unionists, led by James Connolly, ani^Tom Mann.^’lio preached 
their doctrilie of Syndicalism, advocating first the abo litio n of 
craft Unionism—the system urtder which all workni^lT^of a 
particular craft, for example, engineers, are enrolled in their 
own craft Xipi ons irrespective of the industries in which they 
work—Euid its replacement by industrial Unionism, that is to 
say, the enr<^lment in one Trade Union representing each 
industry^ of till flicn engaged in tl^b^it industry irrespective of 
their particular craft or occupations, such as to a limited extent 
prevails in the railway, mining and transport industries ; 
secondly, ^le appropriation of the means of pr< 9 duction in each 
industry by the manual workers who would produce tho out¬ 
put, charge the price and conduct the indxistry. CorlbolJy, who 
was afterwards executed for complicity in the Irish Rebellion 
of 1916, came from the United States of Amdk'ica in x^5, and 
persuaded* the Socialist Labour Party of Glasgow to link up 
f^ffir^**»rth the Agaerican Industrial Workers of the World. 
Ma nn, who was recently the*Secretary of tTie Amalgamated 
engineering Union, brou^it the seeds'" of revolutionary 
S3mdicalism from Paris *and sowed them personally by means 
of a widespread campaign. • * • 

jVithout any doubt, thfe Socialist Labour Party,* an 
organization not, "however, affiliated to the Labour Party, has 
contvibul^^d more j^an any * other, Agency to the spread o^ 
Syndicalism in Htigland. It desertbes itself “ a revolu- 
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tionary political org^uaiaa^on sfietdng to l>uild a comzntixust 
movement in tbis coimtry.*’ It works to sweep away the 
mass of debris which was once Kn^wn as the parliament insti¬ 
tutions.'* Those who want to Ai^reciate its activities in these 
directions ought to follow them, in Dr. Miliukov's Bolmhevism — 
A.^ ItUer'naHottal Banger, and I can pereonally vou<A for and 
add to his testimony.* The Socialist Labour Party was indubit¬ 
ably the power behjnd the revolutionary propag9.nda before 
th^ war among the miners and the railwaymen, aifd to some 
extent apion^ the dockers.^and it was responsible for many 
of the numerous " irritatinn strikes " in 1911—14 and for the 
Clyde strikes in 19^6. Its disloyal action during the war; 
throagh the medium of the workers’ committees and shop 
’ steward organizations, is later described. Xljp S.L.P. and the 
I.'W.'W. were the original founders of the Hands Off Russia 
Committee.” Such has been the revolutionary ferment leaven¬ 
ing English and Scottish I-abour since 1905—to it we laf*gely 
owe our present recurrent outbursts of industrial instir- 
rect»onism. • 

«r The Socialist Societies 

« • 

There are, as previoxjsl^cxplaincd, certain Socialist Societies 
definitely affiliated to the Labour Party \ others are unofficially 
recognnfcd, and* there are y^ others not recognize^ either 
officially or unofficially, v^ich comprise numerous persons 
who through their Trade Union or local organizations, or 
individually, a»e members of the Labour Party. These 
advocate brands of Socialism ranging from State Socialism 
to revolutionaiy S5mdicaliBm. ^ “ 

* The Social Democratic Federation 

The Oemocraftic Federation, founded in t88i by -^e lafe Mr. 
H. M. Hyndman, mainly as a federation of Radical clul 5 s, with a 
veile#’ soeialisfic programme embracing land nationalization^ 
wes the first attempt at a political Socialist organization. • In 
1889 it« became "the Social Democratic Federation, avowedly 
socialistic. Late in 1884 it split into the Socialist Les^ue, 
under Mr. William Morris, pledged to a sevolutioxnn^A^A^- 
parliamenta.ry programme ; and the Social Democratic Feder¬ 
ation, led by Mr. «'H>’ndman.^ But. captured by anarchiSlS,* 
the Socialist Leagi^e broke up, many of its lea.dcrs rejoining 
*^the Social TJemvcratiS^ Fed^eration. The Federation was 
affiliated to the Labour Reprdfeentation Committee on fhe 
formation of the latter in 1900, but soon withdrew, ai\d in 1908 
called itself the Social T>emocmtic Par^. ^It amalgax«ated 
in X9XZ with a number of local Socialist bodies and changed its 
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na.me to tli^ Socialist • In 19x6 it w'as aifiliatedl 

witli the Labour Party. Later, in 1916. it declared against 
the war and pursued a disl65ral policy. This attitude, mainly 
exliibited through its weekly^newspaper, the Call, led to con¬ 
siderable* secessions from the British Socialist Party, and to 
the foundation by the late Mr. H. M. Hyndman of the National 
Socialist Party with its weekly newspaj>er, which, while 

ad|^cating*the establishment of a Socialist Commonwcalth^on 
a cfemocrStic basis, actively supi>orted the war. On July 51, 
X920, th© BrHish Socialist Party^ merged its i^ent^y in the 
Communist Party, pledged to establish Sovietism and the 
dictatorship of the proletariate. • 

The Communist Party « 

On January 29 and 30, 1921, there assembiod at Leeds a 
Communist Conference fot the purposes of merging the various 
Communist bodies into one party. One hundred and seventy 

delegates took part representing the following bodies :- 

Communist Party of Great Britain ; Cdmmunist L^y^our 
Party ; Communist Party^ (British Seo^ion Af Third* Inter¬ 
national) ; Aberdeen Communist Gaoup ; I.oft ^'ing of Inde¬ 
pendent Labour Party ; Industrial Cominiinist Party ; Jewish 
Socialist Party ; Bolton Commurnst Group; Cre^'don Cofl'niiunist 
Group ; Shop Stewards ; South Wales \\'^ork<^s' Committee. 

Later on, April 23 and 24, 1921. anotlier Communist Confer¬ 
ence took place in Mcinchester to settle the,constitution and 
the rules. The party was called the Communist Party of 
Great liritain, lift ultimate purpostybeing the c-stablishment of a 
Communistic Kopublic and its immediate end tho^ abolition of 
the wage-system througli a social revolution. As a means of 
furthering^ a social revolution the p;irty urgesdhe adoj^tion by 
the workers of a Soviet or Workers' Council system as it.exists 
,in Russia, and “ for a weapKDn against the massing orf thi» forces 
ofcapitali^m " the use of “ tlie dictatorship of the revolutioi^ry 
masses." This Party applied for afliliatioh to th<» Labour 
Paj^y, bvft that was refused at the Brighton Conference in 1921 
at Edinburgh in 1922. ft is affiliated to the " Red " 
^r Communist International *of Moscow. Tfie best account of 
■^e revolutionary organization^ in this country is tTiaf contained 
in Dr. ShadwcU's Revolutionary Alovem^jtt in Great Sfitairt, 
Grant Richards. Ltd., 1921. ^ ** 

The Fabian Society 

‘^he well-knewn_Fabian» Society*was founded in Janua^« 
X884. and has b€'^ affiliated to rtie Labour Party from its 
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inception. It aims at r^rgai^^i^lng society e^aancipatix^ 
land and industrial capital from individual or class ownership 
and vesting them in the State. . It advocates transfer to the 
community of the administrati&i^ of such industrial capital as 
can conveniently be managed socially. As a result of this 
transfer without compensation, “ though not withbut such 
relief to expropriated)* individuals as may seem fit to the com- 
m\jnity/' rent and jnterest will be added to th^ reward of 
labour, and the idle class now living on the labour of ®thers^;'ill 
necessari^'- di^ppear. The^ociety specially tries to influence 
local authorities so as to impart a socialistic tenclency to their 
administration. Xh® Kabian Research Department has con* 
ducted many valuable investigations into industrial questions ; 
-since October 19^, it has been known as the labour Research 
Department; affiliation with it is open to Xrade Unions, Socialist 
Societies, Co-operative Organizations, Trades Councils, Labour 
Parties and private individuals. Its object is to co-op<i^^te 
with the Labour, Socialist and Co-operative movements in 
supplying information upon all questions relating to labour, 
and it .docs so^mo^yt--effectively. ^ 

The Independent Labour Party 

In **lo93, the Independent -Labour Party was formed.. It 
owes its origin, fis lias been ctated. to the energy of IiTr. Keir 
Hardie. The “ I.L. 1 \’' wxis e-stiiblished " to securg the collec¬ 
tive ownership qf all the means of production, distribution 
and exchange,” and ” independent labour representaTtion on 
all legislative, governing .ind administrati-^ bodi<».” Its 
original constitution stated ; 

'* That the object of that Party is to establish the Socialist State, 
when land and capital will be held by the community and ^sed for 
the well-being of the community and wlien the exchange of commodities 
will b^^rgagiizcd also by the community, so as to secure the highest 
possible standard of life for the individual. In giving effect to this* 
object, it will work.as part of the International Socialist Movement.” 

The I.L.P. and its weekly paper, the Lab<n<r took up 

persistently a pacificist attitude throughoutrfhe war, 
in regard to compulsory militai^ service. It is represented 
by four rnernbers in, the present House of Commons. ’ ■* ' 

t. « T^b Socialist Labotu- Party 

In«-I903, the Socialist Labour P&rty was established in Glas¬ 
gow-—by secessionists from th^ Social Democratic Federation— 
E,qn the lines of the revolutipnary %snericar L So cialist Party^led 
by Daniel de Leon. It is in close afliJUation^^ith the Industrial 
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.^.'orlcers of* the World, and "actively agitates to further the 
Syndicalist conception of industrial Unionism. All candi¬ 
dates for membership mu'^. ^subscribe to “ class-war no 
Trade Union official is eligi^^. Xhe Party propagates revo¬ 
lutionary political action, and also revolutionary industrial 
action of\he extreme syndicalistic ts^pe. The Party has between 
•thirty and forty branches throughout the country, owns the 
So<^ialist Labour Press, and publishes a monthly paper catted 
tti^^Sociaitst. Although the majority of its members 
Xrade Uaionigts, the party refuses%to affiliate wUh tl^p Labour 
Party. Xhroughout the recent conflict it carried out an 
ftnplacable campaign against the war, a^d impeded in every 
p>ossible way its successful prosecution. 

Xhe Socialist Party of Great Britain 
1905, other extreme Socialists broke away from the Social 
TDemocratic Federation and formed the Socialist Party of 
Great Britain. Its declared object is to wa^c war against all 
other political parties, either “ Labour or Capital." It advo¬ 
cates the institution of the^nost extrcm^^^iwesciyi re|?%me, by 
means of such revolutionary politics?? action as will scc^iro^thc 
capture " of all the machinery of government ^botlicr 
nation^ or local. It pxiblishcsTnonthly the Sjr>cialisl Standard 
and is not affiliated to the Labotrr Party, though it comprises 
many XradUi Unionists. • 

The National Guilds League 

In I9i?5,^he l^tional Guilds League was founded to advocate 
the cause of Guild Socialism, which has been alrca<iy described. 
There are two schools of thought, one which hopes to secure 
Nati»n%l Guildism by evolving industrial Unionism out of 
c^ft Unionism coupled with the Unions seci^ing an ever- 
increasing control over industry ; the other by lhilifft.nt or 
revolutionary tactics. Xhe National Guilds League ha» a 
number <^f branches throughout the country. • 
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3. THE HOI^H SOCIALISTIC PROGRAMME 


^Nationalization of the Means of Production, Distribution and Exchange 

• -The Labour Addendum to the Whitley Report, xqxS -The 

Industrial f)rogramme of xqiS—L and INationmization—The Con¬ 
trol of Industry-Labour's Report ^o the Industrial Conference, 

X919—^Nationalization of the Coal Industry. ^ 


I X •will be stifTicient to review the Labour Party’s* official 
socialistic pc 4 icy in regard to home affairs starting from 
19x0. ^prcviou^l5£.-^*«\.that date, a number of resolutions had 
from year teJ^year been jessed, formally as hardy annuals, at 
the* Trades Union Congresses and the Labour Party's Con¬ 
ference*-advocating nationali«ation of land, railways, mines 
and the municipalization ofc a number of services of public 
utility. But from and after 1918 the matter^ assumes a 
different complexion. 


Nationalization of the M^ans of Productio««, Distribution 
and Exchange * 

In 1918, at the Nottingham I^abour Party Conference a 
stock resolution* was passed in these terms: 

" That tl« Labour Party press for nationalization of all the means^of 
produ<^on,*di8tribution and exchange." ^ • 

^Tie arguments of the proposer were that because of the 
existence of landlordism and the power of •the landlords, ,the 
people Ifad been driven off the land into l^wns and«o«MteP^. 
with the result tttat this country ^ad to depend on other coun¬ 
tries for fbod-stuffs.* There was nb discussion, and the resolu- » 
tion ^SiS passed nefn. con. * * 

^[Tlie Laboyr Addendum to the W’hitley Report, 19x8 ^ 

The now famous '* Comjnittee on Relations .between 
Employers and Employed," kn*own as '^e ** Whitley Gom- 
inittee,’’ which advocated the institution ^ in industries of 
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Joint Industrial Councils, Jom^ IDistrict Co\mcils and Works' 
Committees, presented th.e last of their five Repjorts to the 
Prime Minister in xgiS, da\<^ July i, xgxS {F*arlia*nentary 
I>aper xgx8, Cd. gx53). The l^rade Union members * of the 
Committ^ who signed the report ajfpended this note : 

** By Kttaching our si{^natures to the GenersS. Reports we desire 
to render hearty support to the recommencxations that Industrial 
Councils or Xaade Boards, according to whichevi^ are the more suita^c 
in tlra^circu&istances, should be established for the several industries 
or businesses and that these bodies, representative of employers aitd 
employed. Should concern themselves witn the establishmSnt ofVniniaium 
conditions and the furtherance of the contmon 4fitcrcsts of their trades. 

•" But while recognizing that the more amical\c relations thus estab¬ 
lished between Capital and Labour will afford an atmosphere generally 
favourable to industrial peace and progress, we desflre to express our 
view that acompleA identity of xntorcsts between Capital and Labour 
cannot be thus effected, and tjxat such machinery cannot be expected 
to furnish a settlement for the m«>re .serious conflicts of interests involved 
in tt^ working of an economic system primarily governed and directed 
by motives of private profit.” 

The Industrial Programme of 1*918 • 

The new constitution of th«»Party \Vj^cI^?S?^R 3 of»tccl i!h igiS 
was described as a scheme lo si'cure tor the producers by hand 
or by brain tixe fuM' fruits of thei^industry and the mos^equit¬ 
able dis^ibution of them upon the basis of common ownership 
of the means of production couplocl*with tiic application to each 
industry or sftrvice of the best sy.stom of popular administration 
and con'ferol, and to promote the economic emancipation of 
the people, especially those who depend upon their own exer¬ 
tions by Rand or by brain for the mt^rns •if life. In explanation 
of this rather vague programme, the Party stated in a con¬ 
temporary leaflet, that they intended that tJie applies of food 
and c#th«r Necessaries of life, especially broad, meat, milk, 
sugar, butter and margarine, water, coal, light, «.nd transport 
by rail, steamer, tram and bus, now almost entirely ?onffollcd 
by monopolists, combines, trusts and rings, should be acquired 
by the St^te to b^ administered nationally or muiflcipally 
solely jn ^he interest of the puhlio and the consumers. In 
tMfe Party's proposal for reconstruction as contained in Labour 
and, the Netef Social Order, which was finally settled by the 
labour Party Conference in June xgxS, Lamour declared that 
it stood for: ** 

” The progressive eliminatio.n froifi the control of yidustry of^tbo 
prt^^te capitalist, individual or joint-stock, and the setting free of all 

* Ron. J. R.* ; Messrs. J. .Aft*Hot>son, J. J. Mallon ande • 

Misses Susan Lawrence and Mona Wilsoit. 
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■vrixo work, wketlxer by baxyl or by brain, foe tbe service of tbe coxa> 
mtuuty and the community only,'' 


iuid reg^istered its refusal 




absolutely to believe that the Sritish people will perrnaneatly tolerate 
^y reconstruction pr perpetuation of the disorganization* waste and 
inefficiency involved iq the abandonment of British industry to a jost¬ 
ling crowd of separate private employers with their minds bent, not 
o< the service of the eommunity, but—by the very law <af their b^ng— 
Cgily on the utmost possible profiteering. • • 

the J-abour Party looks to is a genuinely scientific reorganiza¬ 
tion of tne nation's industry .jib longer deflected by individifel profiteer¬ 
ing, on the basis of th^common ownership of the means of production * 
the equitable sharing Zf the proceeds among all who participate in afcy 
capacity, and onlj^among these, and the adoption, in particular services 
and occupations, of those systems and methods of administration and 
TOntrol that be found in practice, best to prordbte. not profiteering 

but the public interest." , »- e> 


Land Nationalization * 

At the Southport Conference, 1919, a resolution in favour 
of nationi^jj^fc^on was formally moved by the Miners’ 

Fedcration^nd carried-ifcinanimcJtisly by the Conference with- 
oirt argument or explanation ; it reads thus : 

. ** Seeing that the land alone eft all the factors of production is both 

indi.spensable to man and incapable of expansion by human agenev 
is pre-eminently the rightful property of the nation as a whole' 
The present system winch treats land as private proper^ and prevents 
free access to it, imrnpers industry, checks production, crowd*the towns 
by depopulating the countryside, obstructs the provision of good housing 
lowers the standard of public health lioth pliysiChl and nKiral ; this 
Conference strongly urges the Government to bring forflrard. as'earlv 
as possible, %omc scheme for the nationalization of land so as to abolish 
the present unj^ist system of land ownership and land leasing. It 
strongly deprecates the action of the G<ivernment in pveventiim the 
comp^tion of valuation of the land, and demands that such valua¬ 

tion ^all completed as early as possilile. with a view to the ultiijtate 
complete socialization of all land and minerals." _ ♦ 


Xhe Control of Industty* 

of divergent proposes and the»goneral l*cle4»f amy 
precise information as to the Party’s intentions in regard to 
the control of ifidustry, it»is not^ surprising to find thi# 
resofUtion jessed ^t t^je Southport* Conference, 19x9, and. 
significantly, mo\^d by the J 3 ritish Socialist Party ; 

Th^t it be referred to the Executive Committee to consider %n.d 
report to a furtlier Conferqpce On the arrangements to be introduced 
unto industry in order to provide labour facilities to dbntrol 

industi;y—tha^ is to say, to participate in the promotion of under- 
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takings, tbe xi<Ssotia.tioxi of oozi'tr£s1s. determination of tlie product, 

tbe selection of marlcets-and ti:ie e^ctent that such control hy 

can he secured, or is desirable, on the basis of the private owner- 
of land and capital. Xhe E^xecytive shall indicate the distinction: 
between conciliatory Labour andi-Capital and the actual control of' 
industry byethe workers, and to that end is iiltetructed to report on : 

" (a) Th^Industrial Councils and their bearing«on the question. 

(6) Xhe co-partnership of Labour and Capital. 

“ (c) Xhe means to achieve the democratic management of industries 
in n^iqnal ^Wnership. • ^ 

*' (o^How far the representation of Xrade Unions, through thejj’ 
Executives or by ballot of the members, could ensur^ participation 
in actual coTitrolrund whether, for effective control, it is not iTecessary 
th^t the employees in the workshop or the pit sM^l construct an organi¬ 
zation, integral to any scheme of democratic nsanagement. 

** {e) Whether the sole or partial management by Li^oiir of industries 
in national ownership should be confined to the actuail workers therein, 
or should include workers in other occupations." • 

The delegate who moved the resolution pointed out that 
ther^^vere different opinions in the Labour Party as to control ; 
one section advocating nationalization pure and simple, another 
a system of control not necessarily involving* nationaiizatipn, 
and that for the guidance of^he wliole JpirTswusfct11i^j i ilimit an 
inquiry, as suggested by the resolutic.ff, w<is essential so tl^at 
*' instead of liaving so many pious resolutions they would liave 
facts »anjJ. data upt^n which to l^ild their future poli<^ and 
activity.” Xhe guidance sought has not yet been given. 

At the san^e conference another resolution was adopted as 
follows : , • 

Xliat this Conference re-afiirms its pledge of nationalization of 
industry, iPut^ whcn'*nationalized. to come under joint control with 
adequate representation of the workers on the boards." ^ 

The mover of it thought the previous resolutioi^ might include 
co-partn^slfip, and to that ho objected. In co-partnership, 
ho said, ” the workers intere.sted became as gre»t aristocrats 
a» the ordinary employer. Every industry ought to njftion- 
aJized And hftve adequate representation under, joint control.*' 

JLa.bouf*s Repoft to the Industrial Conference, 19^9 
4 n a memorandunf by the R^ht Hon. A. Hesiderson. Chair¬ 
man of the Trades Union representatives, wliich was appended 
the Report of the Industrial* ConferencS in 1919 (I^arlia- 
9 ne*Uary JPaperigi^, Cmd. 501) appoint<¥i to inquiri^into indus¬ 
trial unrest, there occur these statements of Labotur policy : 

•* CONXaOl, OV Il^OUSTRV. 

(p. ii.) " W^ith inci^a&ing vehem^ace Labqjir is challenging the whole 
structure of capi{g 3 >ist industry as it aow exists. It is no longer 
willing to acquiesce in a system under ^hich industry is con^ueted 
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for tl&e 'benefit of few. « A demands at, system of indnstrial 

control wbicb sball be truly democratic in cbaracter. Tlus is 
seen on the one band in tbe demand for public ownership of vital 
industries and services and pvblic control of services not national¬ 
ized wbicb tbraaten tbe publiS with tbe danger of monopoly or 
exploitation. It also seen in the increasing demand of tbe 
workers in all sndustries for a real share in industriA control, a 
demand which tha^^'hitlcy Scheme, in so far as it has been adopted, 
has done little or nothing to satisfy. This demand is more articu¬ 
late in some industries than others. It is seen ^Jearly in the 
national programmes of the railwaymen and of the minei^; and 
it i^ less ^learly formula'I^d by the workers in many ^ther indus¬ 
tries. The workers are po longer prepared to acquiesce in a system 
in which their lak^ur is bought and sold as a commodity in ^he 
labour market. ^They are beginning to assert that they have a 
human right^to an equal and democratic partnership in industry ; 
that they must be treated in future not a% ' hands ' or part of 
the factory equipment, but as liuman beings with a right to use 
their abilities by hand and brain in the service not of the few but 
of the whole community. « 

“ The extent to wliicli workers arc challenging the whole system 
of industrial organization is very much greater to-day than ever 
^ before, and iftirest proceeds not only from more immediate and 
s^pcial griev^^^l^>ut also, to an increasing extent, from a desire 
to su0^itut^^^a^ues|spcratic system of public ownership and 
• production for use with an increasing clement of control by the 
oi^anized workers tlicixiselves for the existing capitalist organiza- 
timi of industry.’" • # 


(l>. vii.) “ (rt) A substantial beginning must be made of i^jstituting public 
ownersliip of the vital industries anil services in tins country, 
hlincs and tfte supply of coal, railways, docks and otl*<?r means of 
transportation, tlie supply of electric power, and shipping, at least 
so far as ocean-going sih'vices are concernt®, sho^cl*be at once 
nalionplized. 

” {t>) l^ivate profit sliotild be entirely eliminated from the 
manufactune of armaments, and the amount of nationalization 
necessary to secure this should be intioduccd into ttfe eugfheering, 
shipbuildicig and kindred industries. ^ 

’1 m There should be a great extension of municipal ownership, 
and ownership by other local authorities and co-opgrative control 
of ±ho.se services wliicli are concerned primarily with the su'^plying 
of local needs. • • 

'* (<f) I^ey industries ^nd services should at once^be ^pilblicly 
owned. « - * « 

“ le) Tliis extension of pumic ownership over vital industries 
shomd DC accoimpanied by the Ranting to the organized workeiis 
^of the greatest practicable amount ctf control over the conditions 
and the^nanagyment* of their various industries.” 

, ” State ^ontroi- and Privies* 

(p. viii.) “ (o) Where an industry producing articles of common^on- 
sumption or materials necessazv to industries producing articles 
of common consumption cannut'oe at onc^i^ubUcly ownedik State 
control <^ver such indifstries should be retailed. 
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** (&) S-btCfce control hx« t>eerfsliown to provide some checlc upon 
profiteering and bigb jMrices, and. tbis^ a reason wby it sboxild 
be maintained until industries pass into tbe stage at wbicb tbey 
can be conveniently nation^ized." 

•• CoNCtVSIONS. 

xi-) " XBe fundamental causes of Uabour unrest are to be found ratber 
in tbe growing determination of X-abour ^:> challenge the whole 
existing structure of capitalist industry than in any of the more 
aoecial smaller grievances which come to the surface at aAy 

pa^icular time. • 

** Xhese root causes are twofold—^he breakdown the existing 
capitalist system of industrial organisation, in the sense^hat the 
mass of the working class is now lirmTy coAginccd that production 
for private profit is not an equitable basis dti which to build, and 
that a vast extension of public ownership and democratic control 
of industry is urgently necessary. It is no longer possible for 
organized Labour to be controlled by force or compulsion of any 
kind. It has grown too sla'ong to remain within the bounds of the 
industrial system and its unsatisfied demand for the reorganiza* 
<lon of industry on democratic lines is not only the most important, 
but also a constantly growing cause of unrest. 

" The second primary cause is closely !inkecl*with the first^ It 
is that, desiring the creation of a new indiistjaal^^tera whi^i snail 
gradually but speedily replace tlie ol^^-^Wie^wTfRcesi^^can see no 
indication that either the government or the employers bgvo 
realized the necessity for any fundamental change, or that they 
a<'e “OTepared even to make a l>egiAning of industrial re-orgafiiration 
on more democratic principles. XJie absence of any constructive 
policy on the side of the Oovernment or the employers, taken in 
conjnncticm with the fact that 1 -abour, through the Xrades Union 
Congi;pss and the Labour I'^arty and through the various 'J'rado 
Union organizations, has put forward a comprehensive economic 
and iigiustrial pmngramme, has prese^ited the workers with a sharp 
contrast from whicli they naturally draw their own deductions. 

“ It is clear that unless and until the Government»is prepared 
to realize the need for comprehensive reconstruction on a demo¬ 
cratic ba«is, and to formulate a constructive polic^ leading towards 
econ^nic democracy, there can be at most no more than a tem- 

• porary diminution of ind nstnal unrest to be follt^ved|^ne^tablv 
by further waves of constantly growing magnitude. 

* Xhe changes involved in this reconstruction must, of cour^, 
be gradual, but if unrest is to be prevented from assuming dangerous 
^rms afii adequate assurance must be given immediately to the 
wo^keas that the^whole problem is*being taken courageously^ in 
hand. It is not enough merely to tinker witl» particular griev¬ 
ances or to endeavour to seconstruct the old system .by slight 
adjustments to meet the new demands of Labour. It is essential 
to question the whole basis on which ^ur injdustry has bcenacon- 
ducted in the past and to endeavour -fo fineV in sabstitution for* 
the motive of private gain, aornc other motive vdiich will s^rve 

• better as the foundation of a democratic system. Xhis motive 
can be no other &an the rootle of public service, which at present 
ia s^dom invoReda^ve when the work^% threaten to stop the process, 
of production W^a strike. Xhe motive of public service should 
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t>e tlie dommajxt xnoti-ve ttugp^^kont tlie wbole inSustrial system, 
and tbe problem in ii^ustry at tlie present day is that of bringing 
home to every person engaged in industry the feeling that he is 
the servant, not of any p^*ticular class or person, but of the 
community as a whole. Xh& eannot be done so long as industry 
continues to be cAnducted for private profit, and* the widest 
possible exten^on of public 'ownership and democratic control of 
industry is therefore the first necessary condition of the removal of 
industrial unrest.** 

Nationalization of the Coal Industry * ^ 

As iliustrSting the position taken up "by th« I.^i'bour Party 
in regard to the coq^indiastry, tlie following was the resolut^n 
settled by a Joint Sub-Committee representative of the Execu¬ 
tive Committca of the Miners’ Federation, the Parliamentary 
Committee o£ the Trades Union Congress and the Executive 
Committee of the Uabour Party,, which was submitted to, 
and passed by, all their local demonstrations throughout the 
country in 1919—20 : • 


“ 33 )is Idecling declares :— 

" Tli^ the country forms an obvious necessity to 

national lifcj^and thatrca^swuership^hould tlierefore be vested in the 
co mm unity. 

" (a^Tliat the mines, machinery, and other means for the production 
and di^ribution of coal, being cdl>ential to tlie industry, shotj^Jd ^so be 
owned by the country. • 

“ (3) That the direction and conduct of the coal-mining industry, 
being of vital importance to the workers in the industi^ and the coail- 
consuming pubUe, should be under the control of National, District 
and Pit Committees representative of the national Government and 
the various classes of workcrs.jncluding those engaged in the»managing, 
technical, commercial and manual processes. * 

" (4) That the objects to be souglit by National Ownership and 

Joint Control the lines indicated are :- 

“ (a) To provide the maximum output of the coal consistent with 
the provision adequate protection for the workers engaged in this 
mostedanigirous employment. * 

(&) The introduction of labour-saving appliances on the -widest 
possible scale. • * « 

** (c) ^ more economic working of coal mines consec^uent on the 
elimination of the interests Qf private land ancf royalty ownerslaip. 

** (d) The remimeration of the workers in this industr^^ oi^ a segte 
commensurate wnh tlie dangers eAdured and sufficient to pro'vide a 
healthy Aatdral life ^or all concerned. 

The co-ordination of the distributive machinery of the traife 
by Ifie elimination ofiexisjing private interests and the substitution of 
^municipal ana co-o^rativc supf^ies at prices sufficient to cover costs 
of production ^nd distribution. * 

** This meeting therefore calls upon the Government to bring for^Saxd 
legislation for the nations^ ownerslu^ of coal minps and minerals on 
•the lines indicated. a.nd in accordance with the ac£pmmendationa^f the 
l>i^jori(y R.epprt of the Co&l Industoy Comznissmn.'* 
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On March xx, XQOto, a special Trades Union Congress was 
held in Lx>ndon to consider whdt action should be taken to 
compel the Government to .nationalize the coal mines, and 
passed this resolution : • . . 

•• In viewi^of the repeated refus^ of the Go^^ernment to nationalize 
the mines, ijp accordance with the Majority Report of the Coal Industry 
Commission, and in agreement with the terms of t 9 ie resolution passed 
at the Glasgow Congress and the Special Congfess held in r>ecember 
last, the Parliamentary Committee suggest th^ following forms «f 
action a ixSeans to compel the Government to adopt the nationaliza¬ 
tion of mines :- • 

** {a) Xrade Union action, in the form of a general ^trik^; 

(&> Political action, in the form of irftensi'te political propaganda 
in*preparation for a General Election : 

“ In the event of (a) being carried, the necessary steps l>e taken to 
give effect to it in accordance witli the constitution*o£ each Union." 

The Congress decided against Clause (a) and* in favour of 
Clause (b) proposing politital action. 

At**the Brighton Conference, 1921, there was moved by 
the Miners' Federation and passed unanimously without a 
debate the following resolution ; • ^ 

" That this Conference views v.'itli regret th^^rffIu?r«?T>T*th«<loveSiment 
to introduce legislation for the purpose oF nationalizing the migjng 
industry, and reiterates its conviction that this industry will never 
be placed upon a satisfactory basis in the interest of the con^tnunity 
until it iff publicly owned and worked between representatives of the 
State and the technical and manual workers engaged in it. and resolves 
to continue toeeducate and organize working-cfhss opinions until the 
Governmept are compelled to bring ab<.iut this fundstfiicntal change in 
the management and ownership of the industry." 

The CHhirjjian that Conference. Mr. Alex. G. Cameron, in 
the course of his address made these observations : 


*' The fundamental truth is that the supporters of capitalism have 
proved‘to^hd world that so long as industry is run on its present lines 
thejvorkers will have to submit to periods of tinemployn^nt and periods 
oi over-employment and tliat the present capitalist systcim mmt go 
bcfoce there can be any permanent solution. ^ 

" XHte worlifers, by the strength of their Xrade Unions, may from time 
to time obt^n improved conditions of employment, but until they 
obtain possession of the means of protluc^ng wealth, namely, the land. 
ttm mines, the railway*, shipping, factories and workshops, they will 
remain dependent on a small sectiob of the community providing them 
l^th employment. In other wefrds, they will <^>ntinuc \o t>e at the 
beck and call of those who own and \:ontrol the capital of the country. 
Xhey will, when the capitalists decide, be aUowedeto app|^ their l2ft>our 
to the pr(^uction of wealth, but thejk will not be T|>ermitted to control* 
its distribution. * % • 

‘ Before the workazs will be permitted to control industry effectively, 
or even the distribijtion of the prpducts of -^eir industry, they will first 
require to own the nj^hinery and materials of industry. Such owner-** 
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ship wm oiUy be acquired Wien we ca*K.«i«ri»wwiawKrjKm«^; and politift»i 
power will come only as a result of hard thin Wng and intelligen^ctiM 
at the ballot-box. Political power wall also enable tas to control credit 
money, bankingr and everything^ which is fundamental to a nation's 
foreign policy, and is the cause «f m^t, if not all, wars from which 
the workers of the woi;Jd have suffered.” ^ 

The Labour Party's specific proposals for the nati<9hali2ation 
of many important industries and " their democratic control ” 
are explained at length in Chapter VIII. 
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CHAPTER VI 

"LABOUR PARTY’S ADCfPTION OF 
SOCIALISM 

^4. THE INTERNATIONAL SOCIALISTIC PROGRAMME 

The First International—The Old Second International—^The Inter¬ 
national Labour Charter of 191Q-The New SeconS International— 

The Geneva Rc#oK»tions on Socialism of igao——Xl^ Second Inter¬ 
national and Eolslicvism—The Third or Moscow'^International. 

The First International 

I T is important to note the connection before the war be¬ 
tween the Labour Party and Internationifl Socialism.^As 
far back as September 28, 1564, the 11J 15 T was 

formed in St. Martin’s Hall at the corner of Long^ Acre ^id 
Endell Street, the site now occvipied by Messrs. Odhams and 
used %fo^ the publication of John Hull. That orgarffiation 
lived under circumstances of great vicissitude as an inter¬ 
national cen^e of s<5cialistic thought until it received its 
death-blo^ through the collapse of the Coinmjjne in Paris in 
1871. It*s interesting career is described in Mr. R. W. Post¬ 
gate's boBjk, The^iVorkers' Inteynalioncil, and in ^'he 'Tzoo 
JntemationaTs, by Mr. Palme Dxitt. , 

The Old Second International , 

The Second Intcrnatu>nal dates from the Paris Socialist 
Coitferenca of 1889, but was not constituted in fts l^cr^orm 
of a Central International Socialist liureau until 1913. 
1914, 5 t included twenty-seven countries witlt* a mem^erslup 
of t>^'elve millions ;»to it the Labour Party was affiliated. It 
n^turaMy 4 ell into a^state of suspended animation during the 
war. Unsuccessful attemj>ts* were made St Zimmerwald 
(19x5), Kienthal (1916), and*at^ Stockholn» (1917)“ tO revive 
the Second Internationaf. Later, a Conference with the s^me 
object in view was held at 13 erne inr*Feb^‘*iary ^^19, where 
various Socialist and I-abour bodies assemblct^ to furtJaei 
its * revival and also to deal with a number of political 
and industrial questions. This Conference was promoted b> 
Messra. Arthtir Henderson, Emile Vandcrvelde and Albert 
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Thomas. It p^sed aij. impor^Smt resolution on* " Democracy 
and Dictatorship/’ part of which was in the following terms : 

" Xhe Conference halls the 'political revolutions which, in 

Russia. Austria-Hungary and Genn^my. have destroyed the old regimes 
of imperialism and miJrtarism and overthrown their Go^iiemments. 

“ Tlie Conferenc<^ urges the workers and Socialists of th^e countries 
to develop democratic and republican institutions which will enable 
them to bring about the great Socialist transformation. In these 
rftomentous times, %#hen the problem of the Socialist* r^iconstruction 
^f the w’orld is more than ever before a burning question, the Vi/orking- 
classes shoul^ make iip their minds, unanimously and ui^mistakably, 
about ^lic methi>d of^ heir ^'^mancipation * 

“ In full agreements'll!! all previous Congresses of the International, 
the 13 ernc ConforenccWirmly adheres to the principles of Democracy. A 
reorganized socigty more and ni<»re ixirmoatcd with S<.jcialism, cannot 
be realized, much less i>crmanently establislied,^unle.ss it rests upon 
triumphs of 13 fc>mocracy and is rooted in the princijiles of liberty. 

’* Those institutions winch constitntcJ ic.mocracy- -freedom of speech 
and of the press, the right of assemlily, universal suflrage, a govei^ment 
responsible to I'arlismient, with arrangements guaranteeing popular 
co-oj'icration. and respect for the- wislic.s of the people, the right of 
association. etc., flie.se also pnivide the working-classes witli the means 
of g^*dng on Ihe^Ja-ss-striigglc. 

*' f^ving^to certain V.. '.^nl evoiits^ the Conference desires to make 
ahsfjlutely clear the constriictivo <.hiirattiT of the Socialist programme. 
True socialization inijilies methodical clevohipnient in the different 
brancMt'S of ec.onoimc activity timh-r the loiitrol of the dem^racy. 
The artntrary taking over of a^ew concerns by small groups of workers 
is not Sociahsin. il is merelj' Cajiitalism wilJi iiume-rous shareholders. 

■■ Since, in the opiiiloiv of the Ctnih-rtMice, effective Socialist develop¬ 
ment is only possible uiiiler <U*ii'a»cralic law, it is essential tp eliminate 
at once any method of sot iiLlizatioii which lui_s no prospect of gaining 
the support of the majority of the |>eople. ^ 

'* A. dictatorship of this cliavivcter \\<iuld lie all the rworc dangerous 
if it were leased upon the support of only one section of the worlciiig- 
class. The inevitable t-onsc tjneiite of such a regime would be the 
paralysis t>f worKing class strengtli through fr.itricidal war. ^'lie inevit¬ 
able end would Lie the dit.t.itoi.slnji of leaciitui. 


it citils upon Socialists throughout the world to close their raiiRs, 
rtot to ileliver up tin- j-iccples to intcriiationnl reaction, but to do their 
utmost to <-nsuie that Socialism and Democracy, which are inseparable, 
shall triuinpli e vc r> w here-.' « 


The international Labour Charter of X919 
Tilt? 1 ^ 0111 '“ Confc-niK'e forniulutccl an International Labour 
Clt'’rtt*r vvliich was ;iftc‘r\vards snliinittcd to tiic Council of 
Versailles ior inclusion in tl>c Treaty of IVace, and was, to a 
coc^sid«.^r^lbK: extent, iiicorporiiti’d in I’art XIII. The prcaiyble 
of this Charter is mipoitant and reads thus : 

" Under the wage-system the c.svpiiahsl class endeavour to increase 
their prolits li^- ex^itoiling the workers in the greatest measure possible 
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lyy nietbods if 'ancbecked. xmdermine -tibe physical, moral 

intellectual strenjarth of the prasent and future generation of workers. 
They impede the development and even endanger the very existence 
of Society. The tendency of Catpitallsm to degrade the worker can 
only he completely checked hy the afiolition of the capitalist system of 
production.• Meanwhile, the evil can be considerably mitigated, both 
hy the resistance of organized workers and by th^ intervention of the 
State. Sy these means, the health of the workers can be protected 
and their family life maintained. They make it possible for them to 
obtaifi the education necessary to enable tliem ta fulfil their duties as 
citizenswin a* modern democracy. 

“ The degree in which Capitalism is restricted varies to a very greaV 
extent in “roe dfQerent States. Throitgli the unfair cBmpeHition of 
b^kv-'ard countries, these differences en^angt^ lahotir and industry 
ifithe more advanced States. Xlie adjustment ef national differences 
in the legal protection of labour by a system of international labour 
legislation has long been a i>ressing need. It has beor^rendered doubly 
urgent by the terrrt>le upheavals and a\N'ful destrtjct^n of the vit^ 
forces of the people brought jibout by the war. ikt the same time, 
however, the war is bringing about the possibility of satisfying this 
need^oy the formation of a League of Nations, whioh now seems certain. 
The Berne Conference demands that the I-cagiie of Nations, as one of 
its primary tasks, shall create and put into execution an International 
Lal^ur Charter.” 


At Berne a Ponniiiicnt Commission veas appointed to revive 
and draw up a new constitution for the Second Intornaticmal. 
This Commission, wKi<'h includ<*d Mi-ssrs. Wonder- 

son, Stuart- 15 unning and l<amsay» MacDoniild of the British 
Labour Part;’’, i-nct at Amsterdam iji April icjiq, to continue 
that worjf. There wets also a " Connnitte<? of Ac'ticm " appointed 
to d<’ul with certain executive m?itters, <">n which Mt*ssrs. Hender¬ 
son, Stinrt-t-BunniiiK and Kainsity MacDonahl were also placed. 
It was this Committee t>f Action wliieli went ti> Parjs to inter¬ 
view the ” Big Pour ” on various int«*rnational questions, 
including the insertion of the Labour Chartet- in the I*cacc 
Treaty, and issued a manifesto on May ii, i^iQ, after the 
l?eace Terms were handed, on May 7, to the (ierman i^ele^ates. 
stalir^g thaj: “ this peace is not our peace."’ 

Th# KTew Second International 

* At Lucerne, in August 19*9, the Permanent Commission 
^nished the drafting of the«new constitution of •the Second 
International, and arranged for a Oeneral International 
Socialist Conference to be held at Gianevae in iqgp. to attopt 
it. That Conference took placfc in July Sf that year. An 
in-^tation dated .^pril zo, 1920, was sent out td all Soci&list 
and Labour Parties subscribing to, infer alia, the following 
priiibiple :—“ (i) ^he political and Economic organization oL« 




tiM) isheuMl pro<diiCti<m gCttCT«xcbanige, -Uiat is to sa^r; ..bj 
t9^ 'tirtosfoTCoation «f <aapital»t socaety into a 
Qt* comxmmlst society/' TKe invitation* after iflenti<nuxi^ 
a number of sociali^ic questions to whi<^ Ibe attention of th< 
Conference at Geneva wotild be directed* concli«ded in ^esc 
yords :—Convinced of the necessity of a ^eat effdtt tCMsasurc 


you to attend th€^^3eneva Conference/* • 

At the Geneva Conference the constitution of the Second 
International was fixed ; its declared purposes are as follows : 

** X. The pollbaal and economic or^inization of the worlcui^-class 
for purpose of atx>lis2zinsr the capitalist form of society and achieving 

complete frettdom tor humanity through the conquest of politicaJl^ower 
the socialization of the means of production and exchanys, that 
is to say. by the transformation of capitalist society into a ccmec^vist 


r eiu^^nunist society. 
'* s#*x%a4ntematioT 


r sJ un ion and action of the workers in the struggle 
against jingoism and impSbalism ann for the simultaneous suppression 
of UlUitarism and armaments, with the object of bringing about a real 
X^eagueeof hTations, including all^peoples master of their own destiny, 
and maintaining world peace. • * 

'*3. The representation amS* defence of the interests of oppressed 
peoples and subject races. . 

'* These principles find tlirce forms of expression in the working-class 
movement, each at diiferent stages of development, but each*neceBsary ; 
the politick, the industrial, and the co-operative. These must, as 
autonomous bodies, continue to strengthen thei^%ation^ iifiluence and 
their international unity, and, at the same time, as their ultimate aims 
are common, and as they are aspects of one great world movement, they 
should take every opportunity for joint action in an internationalist 
revolutionary spirit for the maintenance of the world's peace.’* 

c ^he Czeneva Resolutions on Socialism of X930 * « 


<* A number pf resolutions were also passed.^ and,^ <3iose 
which*relate to "Socialization** are worthy of careful study; 
they were the draft of the British Labou/ Party's repysenta- 
tives and were, in the following terms : • * • 

** SocMUuneA.TTOi«.—Sy Socialization we understand the transforma¬ 
tion from ownership Vnd control by capitalists to ownership amd ooutitt 
byethe community pf all .the industries and services emential fesr the 
aatisfactionl^f the «people*s nee^s ; the substitution, for the wasteftd , 
pmduction and distribution with the object of private profit, of efficient 
production and economical distribution with thenbjevt of the gmftfcast 
pnirribiri ntiUty ; the transformation also, from me economic servitocle 
«, of the great mass oi the aduial prodtltaers nuder ]^Vate owtuanffi^p. ttaSk 
UXUiarni rniitirirntinn in management by the peceoa enga ged lathe woitllL 




_ _it>i» otibw hawd. tMm ^ tbft growiM _ 

Ci^iiiMirtl laSaenr Wtoy- iaiiger -fco sia'piftxrt m ay tern of procluoticm i^iiolk 
Eena ♦***im^ ia aub^ectioB dOM not evMt enable tbfan te «aiae 

fcffnf^Tr*T~ stioxla^ of life. Tbe consequent intc^cratJeness of 

f^wMierm every claymore nrgent tbe recons tructto nof indnstyy 
tbe lines of Sodalization.. 

I <« ^icialisatiSMr -will proceed, step txy step, fsom one indisstry 4 o 
i iij scA>rding as circtunstances In each, country »iay pei’xnii^ 
O^ectionable as private profit-making enterprise is to SociaUsts, ttue^ 
■snll refrain destroying any industry ui^ll they aAs in apposition 

to replace it by a more efrcient form of organisation. Such a gradual 
process of Socialization excludes, in general, expropriation of private 
ownership without compensation ; not only because it vrauld be inequit¬ 
able to cause sufi^ii^ to selected individuals, but also Because a process 
of confiscation wouloldisturb capitalist enterprise i n in ^jastries in which 
Socialization was not immediately practicable. TJtfe funds required 
for compensation will be derived from taxation of private pro3;>erty, 
inchimng capital levies, income-tax and death duties, and the limitation 
of inheritances for the benefit of the State. 

** In a community of highly developed economic life^ with an extensive 


.... - ---may be providecTfor the administration of 

i^riculture, the ownership of land should be national, provision l^ng 
made for the maintenance and security of peasant cultivators, vdierever 
such Other indxistries of supreme national importance, such as 

the transport system, the generation of electricity and mines, should 
also be national But the management of a large number of industries 
and services will be in the hands of the municipaliti^ and other local 
authorities, and federations of these, not only the provision of water 
and gas and the distribution of electricity, but also, in some countries, 
the provision food. 8tbthing and housing. Xhe production and distri¬ 
bution of household supplies of every kind will form, for tha>most part, 
the sphere of the consumer’s co-opterative societies. 

** Industries which have not yet arrived at a state of concentration at 
which the^ are suitable for Soci^ization, or in which, for other reasons. 
Socialization is not immediately practicable, will be subjected to control 
by the comi^unity, with a view to efiecting economies and impiAveftents 
' in pA>^|fCtion»and distribution, fixing prices, and ensuring prescribed 
ooxi^tions of employment. * • 

*' is important tcsnotic^e that, in the large measure of individual 
freedoa^th^ will be characteristic of a S^scialist community, the adop- 
tidh of the principle of %ocializatioti does not Includcangricultural pro¬ 
duction by amlividual peasants of.tbe nation's land, or by jni^pendent 
esaftnnen working on their own accqunt. or by ajrtists of any kind, or 

by members of the brain-wbrking professions-provided always 

way do nert exploit the labour of other pexllbns. *^>n thewsther hanid. 
the principle of Socialization exclud^ t&e ownership of natural resoiwces 
or Qathe instruments oi production in the laru scale primary industnea 
by individuals or associations of persons of smy kind, together with the 
dietnteeahip of any person or gretfp over Jgie industry in which they 
teenrle.*- w 






































































_ __ ., SMwkt It skaovdd.' 

ondAStatnif pioN» *iK' *' l P its tumds. 

** a. Wlulst tbe Co«ig3t>e&o j rap nd lsttea met^aods of violence uid all 
terrorisizx. it cecogniees tlia.t the\ot^e^ cannot tw aciiieved without 
the utilisation hy ]La.tx>\ir of its industrial as well as its political power, 
direct action in certain decisive conflicts oannot be entirely aban¬ 
doned. Aiw^e same time, the Congress considers t^iat any tend«nacy to 
convert an industrial strike automatically intp political revolution 
cannot be too strongly condemned. 

*' 3^ 'IThe S«acialist Commonwealth can come ii^to ercistence only by 
mn4^est*by labour of governmental power. The main work of a 
L^abour Government will be to adopt, as the fundamental basis of it# 
legislation and administration, both l^emocracy and Soc i a l i s a t ion. 

" Socialism will not base its political organization upon dictatorship. 
It ftsinnot seek to suppress Democracy ; its historia mission, on the con¬ 
trary, is to carry I^mocracy to completion. Xh© whole efforts of 
I^abour, its Xrade Union and Co-operative activities, Equally with its 
action in the politlcdl field, lend constantly towards thsfc establishment 
of X>emocratic institutions more and more adapted^xo the neesds of 
industrial society, becoming eVer more perfect and of higher social 
value** 

It is to-day the forces of ILabour that, in the main, ensure the main¬ 
tenance of Democracy. Socialists will not allow factitious minorities, 
taking advantage of their privileged positions, to bring to^ggsight 
popular liberty. Inspired by the^great traditions of past r.^^fRR;iona, 
Socialists will be ready, w'ithout weakness, to resist any such attacks. 

“ 4. Xhe franchise for a Socialist Parliament must bo univeffial. 
applying with absolute equality to byth sexes, without exclusions on 
^{roundb eaf race, religion, occupation, or political opinions. Xhe 
supreme function of Parliament is to represent all the popular aspirations 
and desires f£99i the standpoint of the community aa a whole. It 
will deal witl^defenc© against aggression from without or within. It 
will be in dh^ge of the property and also of the finaSices of the com¬ 
munity. 

** It will ^najee the 'ttmrs, and administer the public business. Xhe 
IVtinisters in <^arge of the various departments will be chosen from 
among ibs members ; and the government of the nation will be its 
Executive Committee. • 

“ But it*will be free to delegate particular powers and duties to any 
of the. other organs of the community hereinafter mentioned, in order 
toasecure th<f greatest possible participation of those personall^tengkged 
in each Jnranqh of social life. It will be for Parliament to safeguard 
not only the interests of the general public of consumers fo^whose 
r ep r es entation on special boards and councils it will provide, but 
also tfiie..mterests of the community as a whole in future generations. 

^5. It will be for Y^su-liament jto determine the«general lines of 
social policy and to make the laws ; it 'will decide to wh^ ind'ustries 
aad ser'vices the principle of Socildization shall be applied and under 
what conditions ; it will exdrcise supreme financial control, and “will 
decide upon the allocation of new and aiddiflenal Capital, ^^n the Ast ^ 
•Assort, it will exercise the power qf fiScing prices. 

" gi. In the development and expansion of the productinre life of -Che 
‘-mity. a large {MCrt -will be piayed by the vaxioiis organizations 
I according to the producti'vcx>ccupatiyns in which every healthy 
Pwill be engaged. Xhus, fnrovision m^^t be made, in the mannw 

























































































nore'^^tloAxi iebe smaXbsvt lutd ixifiuisuti&i fraction of tike SibeialiBt 

moveoteeat in tfa#' vaxioua ccmnCrietf Tbe Second International IiaB, 
t liwef cH i ' e . »iected Bcdsbeviara as tlae Ikasis of its eacistence. 

*' l£«eoww, the attempts xnade - by Moscow to control national 
orflrsnisstionB not only in general Socialist policy, out in the details of 
their own, national work, must prevent every suKsh organization with 
any yelf-teaoeet and any sense of national fre^Am from putting itself 
under w yolm.**^ ^ 

The fo^owing statement as to th^ foundation upon ^hicli a 
Socialist International should t>e constituted is also important : 

There mikst be no doubt as to the basis upon which a Socialist 
International has to be built. It must secure to each Socialist group 
freedom to work ineiccordance with its own means towards its Socialist 
goal there must be common determination to brine^ocialism about ; 
it must be prepared to give international support to all national strivings 
for yt>erty and self>government in ways determined by the nations 
themselves : it must in no way reject (as is now being attempted in 
some quarters) but unequivocally support the den^ocratic method as 
that proper to the countries that have already gone througl^their 
political revolutions, and that have been put in possession of ^he^^litical 
weapon by reason of the insurrecftonary mo\%ments of their proletariat 
in days gone by." 


* * * The Third or Moscow International 

The Second International may accordingly be now regarded 
as re-established, if not re-created, and the interesting specu¬ 
lation is* the extent to which it will secure tfie allegiance of 
Socialist ^>ai~ties throughout the world as against the appeals 
of the Xhir^ Inteinhtional or Moscow “ Red ” International. 
This latter deserves a short description. In Jarfbaxy X919. 
just before the meeting of the Berne Conferenae, and shortly 
after th® Peace Conference at Paris had commenced, a wire¬ 
less invitation to the first Communist IntematiSnal- C^ongress 
at JtdEoscow was sent out in the name of the Russlkn^om- 
mrmiA PsAiy, which was the name adopted -by the ^ussiSm 
Bolshevik* or Majority Social X>emocrats after the Revolution 
of Z 9 S 7 . • The desired "to distinguish themselves 

piearly from Socialist or “ social democratic • parties which, 
in various belligerent coxmtries. had supported their respective 
Ckivemments. They took thd name from the Commrinist 
I-eague for which Idarx and Bn^ls dtew tfb the famous Cbm^ 
rmmist manifesto which the^s were commissioned to drai^ up 
itf99ovember X 847 ., Congress of Commimisfs in l.r>ndon. 

Trwiin. in his book, the Stiffs a*ui J^evoluHon, draws special 
to the term communist " %s being more scientincall;)^* 



7^ " 

correct tihaaa. -tlice ^AstS a &e t - x t **• as&d endeevouj^ ito 

prove his point 1:^ quotautSons ftottx t&e numifesto. FoUosd^ 
the lead of Moscow the various ^volutionar^r Socialist paxties 
througrhout the -world, have discaraed their SodaJbst app^aticens 
and called themselve» Communists. One ought, tli^^refore, to 
realize that the tesm “ Communism ” has now takent>n a new 
and different meaning from its earlier significance. To-day 
Coicnmunism mean% the principles of Marxian r#volationary 
Socialism and a scheme of social and industrial oi^anizafion 
constructed .on those principles which are peculiar to the 
6olshe-\^k regime in* Soviet Russia. In his aclmirable little 
book, the Tuvo In^prttationals, which deals with the complex 
subject most clearly and with very full documentation, Mr. R. 
Palme E>utt v^y properly says that “ care must be taken to 
distinguish thia sense of Communism from tfie sense in which 
it has been more generally used in* this country, namely, (i) 
the Communist Anarchism of Kropotkin, (2) the conception 
of the abolition of all personal property, (3) decentralization 
rmder a system of loosely associated local communes. Com- 
munt^jn corresponds rather to what is often referred to as 
‘ scientific socialism,’ bnly with* a special emphasis on its 
rev< 5 lutionary aspect." 

The First Communist Intesnational Congress was held at 
Moscow in March 1919. is called the Third Intem'Stfonal 
or Communist International ; its constitution will be found 
in the Labour I-nternational Ha-ndbooh. 1921* page X90. 
Shortly stated fts purposes are the overthrow of capitalism, 
the establishment of the dictatorship of t he, proletariat and of 
the International Soviet Republic ; the^^omplete abolition 
of classes*and the realization of revolutionary Socialism. 
Twenty-one conditions of membership, together with instruc¬ 
tions for its members, are laid down, some of wRich are 
pectil^^ly*illiifninating as to Communist principles. Condition 
3 ^ays tnat " the class-struggle in almost ervexy country, of 
Europe^ and America is reaching the threshold of* civR war. 
Under such circumstances the Communist •can have no con¬ 
fidence in bourgeois laws.* They should ^eate evei^rwhere a 
parallel illegal ftiachinery whichp at the decisive moment wifi' 
do its duty by the paxty and in every way possible assist the 
revolution. In every country Adhere, in consequence of martial 
Xaw' or otk^is exceptional law.s, the Communists are imable to 
caTi;y on their work lawfully, a combination of l^al and illegal 
work is absolutely necessary." ^ , ** 

The Communist Partv of Grea^ Eritain is afiUiated to the 
*^rhird International, but \he Independent I..ahoxu' Party of ^this 



Icountry* altShMilEli it t^e Seecmd Intem&tional* 

Infused to |o:bi tlie Thiaxl Xatcamsitional. and published a 
scathmgr criticisiii of Bolshevism or Ck>mmxinism which 
appeared in the JLabour ILaa^r»of Becember i8, Z9Z9. The 
Independent X^bour Party is affiliated to yet another 
International, the body known as the Vienna International 
or the **Two and a Half." • 

I liAve set out these details in order show the nature 
and* the detent of the home and international socialistic 
{programme which the Labour Party has pledged i^elf, if givefi 
the opport\mi€y, to carry into ope^tion. • 



CHAPTER XIII 

NORMAL GOVERNMENT LABOUR POLICY 

Go'vemment Departments Concerned—Conciliation and'’Arbitration—- 
Whi^ey Councils—Industry’s Own Conciliation Machinery-State 
Conciliation Machiner3/B—Statutory Minimum 'Wagea—Employment 
Exchanges—The Work of the Ministry of I«abour. ^ 

B EPORE the creation of the Ministry of Labour in Z916. a 
general surveillance of labour conditions was maintained 
by the Chief Industrial Commissioner’s Department of the 
Board of Trade. The Ministry of Labour was formed in^ 19^6 
and absorbed the Chief Industrial Commissioner’s Depai^anent, 
and tooR'SVer also from the Board of Trade the administration 
of JJii^^mplojonent Insurance, Trade Boards and Labour 
Exchanges 

Government Departments Concerned 
The Statutes under which 'the Ministry of Labour acts are : 
Conciliation Act. 1896, apd Industrial Courts Act, *1919, in 
relation to conciliation in, and settlement of, labour disputes ; 
Labour Exchanges Act, 1909—establishment and adminis¬ 
tration of EmplojTncnt Exchanges ; Unemployment Insurance 
Acts—insurance against unemployment ; Trade Boards Acts, 
l909-fT9i8—fixing of statutory minimum rates of wages. In 
addition, the Ministry has a number of temporary duties such as 
the training of men disabled in the war and of youths whose 
apprenticeship was interrupted by war service. Certaiil other 
branches df labour legislation are administered by other Govern¬ 
ment Departments as shown below : (x) The Factori^ and 

Workshops Acts and allied legislation dealing with the horirs of 
emplo3nnent of women and young persons, the health and safety 
of the workers, dangerous and unhealthy trades, etc., and the 
Acts, regulating the houris of employment of shop assist¬ 
ants, by the Home Office ; (2) Einployment so far as dependent 
on the Education Acts, by the Boaff-d of Education ; (3) The 
BiiBnes Acts, regtUating ithe hours and conditions of employment 
of persons employed ifnderground in coal mines, by the Board 
of Trade (Mines Department) ; (4) The Health Instxranc^ 

Acts, dealing with the insurance of workpeople agax^t sickness, 
and the Workmen's Compensation Acts, dealing with <x>mpen- 
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sation in tbc event ot accidents Arising ont of. and in the course 
of, a workmarf*s employment, by the Ministry of Health. 

Conciliation ^<1 Arbitration 

The general machinery for settlement of industrial disputes 
in this •country by conciliation hnd arbitrafton is composed 
of (i) concij^tion machinery within the indtxstry, (2) State 
machinery. The former consists of voluntary machinery com¬ 
prising (i) Joint Industrial Councils—these being bodies upon 
which orgariteed employers and workpeople are equally repre¬ 
sented, set up in a number of industries in accordance with the 
recommendations of a Committee appointed in iqx6 and pre¬ 
sided over bj^jhe Right Hon. J. H. Whitley, M.P., now the 
Speaker of the^House of Commons ; (ii) permanent voluntary 
conciliation boards—an older form of joint body equally 
representative of employers and workpeople, but differing from 
tl^ ,^int Industrial Councils in that the conciliation boards 
tend to coniine their activities mainly to questions o f wag es and 
working conditions while the Councils take into coITSSSeration 
all matters appertaining to the industry ; {iii) recogiy2;ed 
procedure arranged by organizS.tions of employers and work¬ 
people, not having a formally constituted conciliat ion board, 
providing for the discussion of differences as and ^fJten they 
arise. • ^ 

« tA^hitley Councils 

Up to the end of 1921 Joint Industrial Councils had been 
estaMishc^ in 73 industries and services ; 15 are at present 

in suspense ; i has been absorbed by another Council. In 
addition, there are 10 active Interim Industrial Reconstruction 
Comiiiittees in trades to which the Whitley Scheme cannot as 
yet be»fully applied owing to lack of organization The Joint 
Industrial Councils and Reconstruction Committees present 
functi^iing cover about 33- million workpeople. The VVTiitley 
Schertie contemplates the establishment, vmder the National 
Joint Industrial Councils, of District Councils—equally repre- 
sentativ'e of employers and employed-y-and W’orks’ Committees, 
comprising management and men in equal numbcA, and many 
such bodies have been formed. •The activities of Joint Industrie 
Councils have been direct^l largely to the settlement of wages 
claims and the adjustment of working hours, two problems 
forced into special prominence by the * abno^jpial economic 
^nditions of the past few years* Hut other questions of work- 
mg conditions, e.g. overtime payments, pa3m3ents for holidays, 
walking-time allowances, out*^working and subsistence allow- * 



X44 

ances, fines for la.te acriva^ ^vd ^aJso been <tiscuj 5 sed. by tbe 
Cotmcils. Some have considered the|»^blem df \in employment 
and arrangements for contractmg out of the Nation^ Unem¬ 
ployment Insurance Scheme ; others have prosecuted statistical 
investigations and research #nto their particular industries ; 
all of them hav^ considered ^^uestions of welfare in conjunction 
with the Home Office ; certain of them have considered some 
commercial matters which affect their industries. Xhe Govern¬ 
ment agreed to regard a Joint Industrial Council as the Standing 
Consultative Committee for its industry, and in*a number of 
instances matters such as the foregoing have been discussed 
on the initiative of tht Government. A few Joint Industrial 
Councils do not deal with wages questions, viz -building, boot 
and shoe, paper making, printing, and metallic bedsteads, as 
machinery for the settlement of wages existed in these trades 
before the Councils were established and it was thought by the 
industries better to continue such machinery. Certain •indus¬ 
tries i n which organization of employers and employed is 
well d?VStoped, such as iron and steel, coal, cotton, engineer¬ 
ing^ shipbuilding, have not favoured the formation of 
a Joint Industrial Council. 'In them conciliation boards or 
some well-recognized machinery is in existence for the settle¬ 
ment dr disputes. • 

These facts show the results which have attended -the efforts 
of the Ministry of Labour, acting in tactful co-operation with 
the employers and employed in various industries, to set up 
Joint Industrial Councils. 

Indirstry’s Own Conciliation Machinery 

A'^unique feature of industrial evolution in the United King¬ 
dom has been the establishment of permanent voluntary 
Conciliation Boards in very many industries, by agreement 
between • employers and workpeople, unsupported by legal 
enactment, and depending solely for their success on“Lke good¬ 
will of the parties. Such Boards have existed for many years 
past. The Board established in the Nottingham glove and 
hosiery industry in 1860 is probably t-h© first ex^paple of per¬ 
manent machinery in any industry for the systematic treatment 
of labour disputes. There is*-a large number of Conciliatioz 
Boards in existence. The value otf Conciliation Boards (as o 
Joint Industrial Councils) depends on their ability to preven 
stoppages otjwork rather th;^n on power to settle strikes o 
lock-outs which may have already taken place. In most cases 
the miles of Conciliation Boards provide that no stoppage c 
work slrall be permitted pending consideration of the different 
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cases, the rules state that. 
a a stoppage M WA has occurred, the Board wiU refuse to 
<hi^ss the matter until work has been resumed. The member¬ 
ship of a Board consists usually of equal numbers of renre- 
S^tatiires of the employers' associations and of the Tiade 
UmonST parties to the agreemAit establishing the Board 
Accordingly, it not infrequently happens that the two sides of 
the Board are ^ually divided on the question brought before 
tiiems and tne eincacy of a Board as an instrument for composiner 
diiier^ices depends largely upon the steps normally adopted 
for r^olvmg such a dead-lock. The rules of same Conciliation 
Iteards con tarn a clause providing thift. in the event of faUure 
the partie^pi effect a settlement of a dispute, application 
shall be made fo the Ministry of Labour for the appointment 
of an umpire, ^bitrator or conciliator. The changed condi- 
tions during the war, and the special war-time provisions 
v^ch were necessary for dealing with disputes, had a remark- 
effect upon the forms of conciliation machinery in this 
country, ^th the result that, in several important“Tndustries 
(e.g. building), the machinery is under revision. » 

-An illustration of the wording of Conciliation Boards is 
anorded by those in the iron and steel industries, which, 
although now under reconsideration in some distrRls, have 
been in •existence for many years. In them the remuner¬ 
ation of the maj<^ity of the workpeople is regulated by sliding 
scales under which wages rise and fall in accordance with pre¬ 
scribed advances or reductions in the selling price of the manu- 
factifred ^ticle, this price being ascertained by accountants at 
specified intervals. Although the general adjustment of .jvages 
IS the main object, other useful functions are exercised in 
these trades by the Boards. Amendments of the sliding scale, 
alterations in method of working, fixed rates for special elasses 
of wbrk, variation of prices according to difficulties in manu- 
factu^, ■ftnd other similar questions have come under the con¬ 
sideration of the Boards. The Conciliation Boards in the 
ma nuf actured ^on .and steel trades show a great similarity in 
afid pi^A:edure. They* are composed, not of 
representatives of employers'-and workpeople's associations, 
but of one representative of the workpeople and one of the em¬ 
ployers from each of the works affiliated to the Board. Their 
methods of procedure are alike in afior<^ng opportunities for 
the parties to a dispute to arri\4e at a seftlement^y themselves, 
the s^vfees of the Board not being sought until other means 
x^ed. Their rules stipulate that individual causes of 
complaint must ^rst be discussed between the aggrieved work-* 
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len. and the em^doyer or his repxesentatfv^ Xn. all cases, 
xc^t that of the South Wales tron and'Steef AVag^es Board, 
tie rules provide that, failing ai settlement, the question shall 
tien he discussed between the workman, accompanied by his 
kiard representative, and th^ employer or his representative, 
n the case of sc^ne of the Bdards, questions which have passed 
his stage without a settlement are referred to a Standing 
k>mmitl!ee, and it is only on the failure of this (^mmittee to 
ffect a settlement, that matters are brought before the Board 
tself. * •* 

Por many years the boot and shoe industry has been covered 
»y a series of L.ocal Conciliation Boards existing in all the 
entres of the industry—questions affecting thg^industry as a 
irhole being dealt with at National Joint Conf&ences presided 
•ver by an independent Chairman appointed by the Ministry 
•f Labovir. Bach Local Board appoints a Committee of Inquiry 
onsisting of two manufacturers and two workmen; int case 
if disagreement, each side of the Board elects an Arbitrator 
o whoih is remitted for arbitration any dispute referred to 
he JEJoard and which the Board is unable to settle. Should 
-he two Arbitrators not agree* the questions are referred to an 
Jmpire appointed by themselves or by tlie Ministry of Labour. 
The rules of the Local Conciliation Boards provide that the 
procedure to be followed in cases of dispute between an 
employer and his workmen shall be as follows : (a) the work- 
nen shall fixst bring the matter before the employer or foreman ; 
fc) should they not be able to agree the representatives of the 
Employers’ A^ociation and the representatives of the Work- 
nen’s Union shall endeavour to settle the matter in dispute ; 
[c) if these representatives are unable to arrange terms the 
Secretary of the Board shall forthwith advise the Committee 
af JCnquiry of the dispute ; (<i) in the event of the Committee of 
inquiry being unable to settle the dispute it shall be. referred to 
the Board, and, failing a decision, then to the Umpire bitra> 
tors, who shall be asked to give their decision within sevexl days 
irom the <^te of hearing. This conciliatioi) schema is the most 
important of the few to adopt the syste^n of fiifanc^l pei^tees. 

In addition to the Conciliation Boards, there is a varie^ of 
arrangements which, although not coming within the definition 
of a Conciliation Board, provide (definite procedure for the 
consideration and settlement of differences. Two examples 
may be give^; the h^hly organized cotton industry has not 
adopted conciliation board procedure, but the " Brooklands ” 
Agreement, signed in 1893, d.t the termination of the great 
cemtest, provided for many years machinery^ for settlement of 
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disputes in the s pinnin g branch of th« industry. This Agiee> 
ment has nowt>era si:^>erseded by new provisions for avoidance 
of disputes. As regards other sections of the industry, the 
principal agreement is that existing between the North and 
North-£ast l.ancashire Cotton« Spinners and Manufacturers' 
A^odation and the Northern Cdunties* TextSe Trades Feder¬ 
ation. TJniJer this agreement, the procedure is similar to 
that adopted in the case of the Brooklands Agreement and 
provides for a meeting of representatives of employ<u:s and 
optatives l 5 fi the branch of trade affected ; if no settl&nent'is 
arrived at, the dispute is to be brought beforWa joint meeting 
of the members of the Employer^' Association and the 
AmalgamatedAssociation of Trade Unions formed in the sec¬ 
tion concerneo*; if this meeting fails to effect a settlement, then 
the matter is to come before a joint meeting of repres^itatives 
of the Manufacturers’ Association and the Northern Oounties* 
Federation. Until all these steps have been taken and have 
failed, no strike or lock-out notices are to be given. An 
important feature is a provision that, in cases of srappages of 
work, meetings of the representatives of the signatories sha.ll be 
held at intervals of four weekS*in Manchester until the dispute 
has been settled. ^ 

Similarly, Conciliation Boards have not been ad^fifed in the 
engineering trades. The principal agency for conciliation in 
these trades is that afforded by the “ Terms of Settlement ” 
signed in 1898 oi^the termination of the great dispute which had 
commenced in the previous year. This agreement, revised in 
190^, prewides, inter alia, for the discussion of grievances in 
th#» first instance by employers and workpeople or theirj’epre- 
sentatives. Should a settlement not be effected by this method, 
a local conference of employers’ and workpeople's associations 
may -^hen be called to consider the matter, and if the question 
stilln*emauis unsettled, it can be referred to a central conference 
betweerf’ the Executive Board of the Employers* Federation 
and the Executives of the Trade Unions signatory to the agree¬ 
ment. Nowstoppage of work is permissible until this procedure 
has been ^ll^^ carr^iril out. An agreement da|ed May 20, 
Z9X9, amplified the previous •agreements by the recognition 
of shop stewards and the institution of Works' Committees. 

This voluntary machinery (i.e. permanent voluntary con¬ 
ciliation boards and reoognized proceddre^for discussion) covers 
a number of the principal traces of th^ countrj^ such as build¬ 
ing, coal mining, iron and steel, engineering, shipbuilding, 
cotton, boots and shoes. Before the wax, there were some 
other industries, of considerable importance in which Concilia-* 
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tion Hoards or oth«r * p t u.uim nettxt itmrdhinjMty not tadat, 

prestxmably owing; to lack of oygifanisation. <iS tife pmrtkss, e^. 
dockers, carters, seamen, agricaltvtral workers. This has to 
some extent been remedied during and since the war. 

%tate Concililitioxi Machinuy 

Supplementary to the Whitley Councils, voMmtary con¬ 
ciliation hoards and similar procedure, which are resp>onsihle for 
the settlement of the bulk of the di^erences that-arise. there 
exists the Stat^ machinery—on the one hand, the Industrial 
Court; on the other hand, the Trade Hoards for poorly 
organized trades. The Industrial Courts Act. tqzq (which for 
practical purposes embodies the Conciliation Ac^7*z89b), defines 
the Government’s powers of intervention in ind\rstri^ ^sputes. 
such intervention being necessary in cases where the joint 
machinery is not adequate or where the joint machinery has 
failed to effect a settlement. The Act sets up a permanent 
Court of -Arbitration. ^ to which recourse can be had by parties 
to industrial disputes if both parties to the dispute consent. 
Althbugh permanent provision for voluntary arbitration is 
thus made by the establishment of the Industrial Court, it 
has been*t't.3 policy of the Ministry of Labour, if not always the 
practice of the Cabinet, that trade disputes should be %ettled as 
far as possible by negotiation between Hmployers’ Associations 
and Trade Unions. When this fails or a« Joint Industrial 
Council, or a Concihation Board cannot arrive at an agreement, 
the Industrial Court is an independent authoritative tribut^l to 
which such differences can be referred. 

Should the parties so desire, a dispute can be referred by the 
Minister of Labour under the Act either to a single arbitrator 
appointed by him or to a special Board of Arbitration coinposed 
of fneltnbers selected by the parties from panels of persons ap- 
pK>inted by him to act on these Boards. Reference to th^Jndus- 
trial Court is, however, the normal procedure. A dispute-may 
be referred for settlement under the Indxrstrial Courts Act only 
after the exhaustion of all available piedns .for conciliation 
already existing in the trade. ^ Under the Industrial *Courts 
Act. tho Minister has power to ^tablish a Court of Inquiry to 
investigate the causes and circumstances of any industrial 
dispute, whether the • dispute exists^ or is merely apjare- 
hended : moreover, to^his course the consent of the parties is 
not required. '"Ihese Courts have no power to settle the dispute 
by arbitration, but are restricted to making a report which serves 
* » Sir Wm. Mackenzie, K.B.E:.. K.C.. is President. 
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to put t>efore ^iSut pul^c an impartiai luxrouiit of the merits of 
the case, with possit^ a recommendation as to the b^t course 
to he pursued to effect a settlement. 

The policy of the Ministry of X^ahoxir is to place the prime 
respoj^ibility for the harmonJbps working ef industry upon 
the employers and employed in each industry, and only to inter¬ 
vene when Itiegotiations between the employers and the Trade 
Unions have broken down, and then merely for the purpose of 
bringing thi^m together again and trying to promote aaolution 
of the difficulty acceptable to both sides. Sii^e the armistice, 
the industrial situation has been peculiarly difficult, and in 
certain disputes, there has been a political as well as an indus¬ 
trial elemenir''''which would have made a settlement almost 
impossible whatever machinery existed, but on the whole it may 
be claimed that the existing policy of the Ministry of X^bovur 
has^een fully jiistified by the results. 

Statutory Miniinum 'Wages ^ 

Voluntary conciliation macliinery can function success¬ 
fully only in those trades where both employers and Work¬ 
people are sufficiently well-organized to enable a collective 
agreement to be made effective.^ There must alwaiyw?^ remain a 
large section of industry which is poorly organized and for which 
other means are required for the prefer regulation of conditions. 
State action ha^ accordingly been found necessary to enable 
the less well-organized trades to fix minimum wages and to 
enforce proper observance of them ; this has been done by 
means of Trade Boards. The Trade Boards Act of iqoq was 
passed with the avowed object of eradicating the eeils of 
“ sweating " ; four trades only were included under the Act, 
but power was given to the responsible Department (then the 
Board of pTrade) to bring additional trades under the Act firom 
time time by Provisional Order. In iqi8, an amending 
Act •was passed substituting procedure by Special Order for 
procedure by Provisional Order and modifying the description 
of thg tracles «vhich •could be brought under the Acts. The 
Minister eft Labour fs empowjered to extend the Trade Boards 
Acts to trades to which the Acts do not already apply, if he 
considers there is no elective machinery in them for the 
regulation of wages, ^id that, in view of the rates of wages 
prevailing in them, a Trade Board is desirable. For this pur¬ 
pose a.ti investigation into the conditions in "^he industry is 
first made and, if there be a pr^ma faede case for the application 
of the Acts, the Minister gives notice of his intention to make a 
Special Order uhder the Ac^. A period of at least forty days 
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must be allowed, in which, if objections are|» received, the 
Minister must order a public inquiry to be held by some person 
not in Gov^nment emplo3rmenf, unless he decides to amend 
or withdraw the ord^, or unless the objections are merely 
frivolous. On receivings the report of the inquiry, the Minister 
then decides whether he should mahe an Ord^ with a view to 
establishing the proposed Xrade Soard or not. ** 

A Tra<^ Board consists of an equal number of representatives 
of .employers and of workpeople in the trade, to whom a^^ added 
a neutral chairrj^an and two or four persons unconnected with 
the trade, who are kno\^n as " appointed members.** "Where 
there is any organization among the workpeople or employers, 
the Trade Unions and employers* associatieifis are asked 
to nominate representatives. "Where there is no effective 
organization, the only practicable method is for the Minister to 
nominate members selected to represent the various t3q>^ of 
work done in the trade and the various districts where it is 
carried orw The number of members varies according to the 
needs of the trade. "Where women are largely employed in the 
trade, at least one of the “ appointed members '* must be a 
woman. 

A Tradfifc.Board must fix a minimum rate or rates of wages 
for time-work. Where no other rate has been fixed, piece¬ 
workers must be paid at rat.es sufficient to yield to an ordinary 
worker at least as much money as the minimum time-rate. It 
also has power to fix general minimum piece-rates, a guaran¬ 
teed time-rate for piece-workers, a piece-work basis time-a‘ate 
on which piece-work prices must be based, overtime rates, 
and fee this purpose the Board has power to declare what is 
the normal number of working hours per week in the trade. 
A Board can, if it thinks fit, fix minimtim rates of wages for 
all <daSses of workers throughout its trade, or, if it chooses, fix 
only a general minimum time-rate, and leave other rat^g^to be 
settled between the employers and workpeople themselves. 
"When a rate has been fixed, every employer in the trade must 
exhibit the Trade Board’s notice, giving^uli paKticulars of tl^e 
rate, in his factory, or in' the place whem work is ^vdh out. 
Any employer who pays wages at"less than the minimum rate is 
liable to a fine of £izo for each offence and to a further fine of £5 
for each day after his ccmviction on which he fails to pay the 
legal rate. Any worker^who thinks he is not receiving the rate 
due to him may complain to the Minister of ILabour or to the 
Trade Board. * 

The number of Trade Boards at -present in existence is 44. 
Of these 5 are for Bngland and, Wales, s fok.' Scotland, and 
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34 for Great l^ptaiii. By May 10, rgSs , 30 Boards had been 
set up in Ireland. These Boards covered in all approscimately 
3 million workpeople. The •Trade Boards are independent 
bodies, though they are financed and staffed by the Ministry 
of Labour and though their i%.tes are subject, as described 
above,* to confirmation by the* Minister. The Minister of 
Laboxur has* announced his intention to introduce legislation 
dealing with the recommendations of a Committee Appointed 
in Septeinjper X92Z, under the chairmanship of Lord Cave, 
to inquire into the working and effect of the Trade Boards 
Acts {JParliantentary I^aper, 1922, Crpd. 1645^ A statement 
of the Government’s new policy appears at p. 286 of t\\e Labour 
Gas^etUs for Ju?.y 1922. 

Hmployment Exchanges 

The Ministry of Labour is responsible for the administration 
of the Emplo5mient Exchanges established under the Labour 
Exchanges Act, 1909, which now number over 400 in Great 
Britain. The work of the Exchanges falls under two main 
heads, vi2., that of bringing together employers requiring -l^ork- 
people, and workpeople desiring employment, and that of 
administering the !N^ational Unemployment Znsuraatce Scheme. 
As illustrating the amount of work performed by the Exchanges 
during the seven years 1914 to ^20 inclusive, the average 
number of yearly placings was 1,360,000. The organization 
of the Exchanges provides a ready means of bringing a demand 
for labotir from any part of the United ICingdom into touch 
immediately with a supply in any other part. Railway war¬ 
rants are issued by the Exchanges in necessitous cases subject 
to a signed undertaking being given, either by the workman or 
his prospective employer, to repay the amount involved. 

■Xyomen are dealt with in a separate department df Sach 
Exchange* which, in all but the very smallest Exchanges, is in 
chaise of a woman officer and is staffed by women. The 
administration of unemployment insurance has greatly 
increased the v«g>rk*of (he Exchanges in connection with women. 
Under th« old Insurance Acts abbut 500,000 women were 
insured against xmemploymgnt, but this number has bc^n 
increased to 2,750,000 under the Unemployment Insurance 
Act of 1920. Since the war, in addition to dealing with ind^- 
trial and commercial ^occupations, tl^ ^Exchanges deal with 
private resident domestic service as a p>ermaneht part of their 
work, and also with applicants who are desirous of obtaining 
employment over-seas. Thoy co-operate with the Central 
Committee on Women’s Trailing and Employment in selecting 
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viewing and advising unemi:doyed women, valuable assistance 
is rendered by tbe Women's Sub-Committees of tbe L.ocal 
Employment Committees. Boys and girls under tbe age of 
eighteen are d^lt with in a special department of each 
Exchange, except in the cas 4 of the smallest Exchan^s. In 
about 2^ areas. Juvenile Employment Committees have been 
set up ii^onnection with Juvenile Departments of Exchanges. 
These Pommittees have been appointed imder Jhe-^Labour 
Exchanges Act- X909, the Education (Choice of Employment) 
Act, 19x0, or the Education (Scotland) Act, 1908. 

Dviring the war, the Exchanges were very largely used by 
the Government for the purpose of organizing«^he supply of 
labour for munitions and essential seivices. The various 
measures included schemes for (z) registration and enrolment 
so that skilled and other essential workers could be removed 
from one part of the country to another, (2) the temporary 
release of .serving soldiers for munitions and essential work, 

(3) the supply of substitutes to enable more workers to be 
recruited in the army from essei^tial industries and services, and 

(4) the recruitment of women workers for mrmition work. 

The Juyejiile Employment Committees consist of represen¬ 
tatives of educational and industrial interests in the districts, 
together with other persons especially concerned in promoting 
the welfare of boys and girls. In the year ^©17, the Minister 
of I-abour decided to associate with each Empl03mient 
Exchange a Local Employment Committee (at first ki^own 
as a Local Advisory Committee) to secure for the Exchange 
the full benefit of local knowledge and to bring it into close 
touch with employers and workpeople in the district. I-ocal 
Employment Committees are composed of equal numbers 
of i!iei>*«sentatives of employers and workpeople, togethet ■wth 
a certain number of additional members (not exceeding^ mird 
of the total membership) who are not necessarily connected 
with industry—among the additional members representa¬ 
tion of ex-service men is provided fgr. • Chairman is 

nominated by the Minis'cer and the Committee «theifiselves 
appoint a Vice-Chairman. It is one of the most important 
duties df these Committees to keep a close watch over the state 
of emplo3naient in their ^ea. Wherfe the local unemployment 
is severe, it is open to them to urge updn local authorities and 
private employers the heed for widening the field of employ¬ 
ment where necessary, and also to advise the Minister with 
regard to any difficulties which might be removed by depart¬ 
mental action. At the present {ime the Committees assist in 
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the ejection men ftxim the jEjtehan^ registers for 

employment nnaer schemes Revised to relieve abnormal tm- 
emplo>rment. See pp. 187 and^iQi. 

The Worh of the Ministry of X^b<)ur 

The Committee on ^National Expenditure ^ {sgg ParliametUary 
Paper^ Z 922 > Cmd. 1581) proposed to abolish the I^ustrial 
Relatio^^ Department of the Ministry of Labou^ They 
observe tha^'' with the knowledge that, in the end, thrt*e wip 
be Government intervention, neither side will |ffi.ve the same 
incentive to make the final proposals •which might lead to a 
settlement of the dispute.” This appears to me an exceedingly 
hazardous proposal. Anyone with exi>ericnce of industrial dis¬ 
putes knows that occasions occur when reason disappears, 
tempers rise and responsibility vanishes, and neither side 
will nneet the other. It is essential in such circumstances for a 
Government Department to act the go-between if the com¬ 
munity is not to suffer. At some time interv'ention is imper¬ 
ative, and it is a question whether it should be that of the Minis¬ 
try of Labour working on a consistent policy or of the Cabinet in 
Downing Street which, lacking the industrial experience of the 
Ministry, is apt to settle a dispute on any polic^'*but this 
question S discuss later at length. The Committee on National 
Expenditure found that, so long as*unemployment insurance 
is on the presents basis. Labour Exchanges are required as 
agencies for checking payments of unemployment insurance 
bene:^s, but not as I^abour Exchanges ; they recommended that 
if unemployment insurance by industry could be secured that 
the I^twur Exchanges should be abolished. It is quite dlear 
that that cannot be done, nor does the Committee recommend 
it to be done while the present National Unemployment ^sur- 
ance Scheme continues. If insurance by industry is found tcTbe 
practicable, it may be necessary, from motives of economy, to 
aboli^ the Exchanges. Apart from that justification it would 
be, I think, greatly Jo the national detriment to do so. "While 
an^employe^cannot talfre aU his labour through the Exchanges, 
employers generally l^med diving the war to appreciate their 
value. Trade Unions started by being suspicious of the 
Exchanges, largely because the local delegate of an organized 
Trade Union regarded it*as an importaift piece of patronage to 
supply labour of his trade to employers*iiT his district, and he 
considered the exercise of that* patronage as no unimi>ortant 
factor affecting his re-election. “Although in certain districts, 
^ Geddes Committee.*' 
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no doubt. Exchanges ban be abolished, m industrial 

centres their continuance is essential particmiurly for trades 
which are ill-organized. * 

I can say from my own practical experience during the war 
that the munitions industries could not have been conducted 


•without the expert services rendered by the Labour E^dhanges. 
As Chairman of the Clyde Dilution Commission and of the 
Xyne £>ilution Commission, as Commissioner for Dilution on 
the Mprsey and in Barrow-in-Fumess, as Directo:f_jo#^ 5 hipyard 
Labour, I worked in the closest touch with them. “Their 
officers were invariably men known to, and respected by, local 
employers and Trade X^nions, and possessed a complete grasp 
of district labour conditions. The work they did in the early 


days of the war, both in connection with the Ministry of Muni¬ 
tions and the Admiralty, in settling labour differences, is as 
notable as it is unknown. They formed the nucleus on which 
the local labour staffs of the Ministry of Munitions afid the 


Admiralty were ultimately built up. 
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CHAPTER XIV 

GOVHimMENT LABOUR POLICY FOR THE QPAL 
INDUSTRY 

Pre-wau* Conditions-Xh© South Wales StriTce of 1913—Government 

War-time Control—^Xhe Sankey Commission—Xhe Mining Industry 

Act, 1920-Xhe Strike of October 1920^—Xhe Strike of April 1921 — 

Xhe Failure of Part 11 of the Act of 1920—Royalties—Summary 
of Government Policy. 

Pre-w£ir Conditions 

T he relationship between employers and employed in 
the coal industry has been more profoundly modified 
during the war than in any c^her great national indus&y. 
Before 19x4, there existed the Coal Mines Regulation Acts, 
1887—1908, and later the Coal Mines Act, 1911, whfWi consoli¬ 
dated an<> re-enacted with amendments many earlier Acts deal¬ 
ing with employment in mines, payftient of wages, and other 
matters affecting nflning. The Act of 1908 limited the hours of 
work underground to eight per day exclusive of one winding. 
By thfe Co^ Mines (Minimum Wage) Act, 1912. provision w^ 
made for the fixing of minimum rates of wages for miner^ in 
each mining district by Joint District Boards of mine owners 
and miners. Before the war, and indeed up to September 19x7, 
wages were expressed at varying percentages above dl^tHct 
basis Xates, which liad been fixed at various times in the difxer- 
ent districts. In one district, Durham, the percentages varied 
with the selling price of coal. This system was introduced into 
Northumberland als^ in 1914. A similar system was at one time 
in epera^ion in South Wales, but had bgon abandoned before the 
war. In 0 <Sober Z9i^, the Miners’ Federation adopted the 
Nationalization of Mines and* Minerals Bill for constituting 
coal-mining a Government industry to be worked by a Govern¬ 
ment II>epartment. Then came the waft*. 

The South Wal^^ Strike of 19x5 
The South ^Val^ miners gay© notice to terminate on June 
30. Z915, the peouliar agreement under which, since March 



Z9XO, their waf^es ha^ vari^ wi tMn a mii^ixttjjpii of 35 per cent 
and a maximum of 60 per cent, above the basis rate of 1879 
according to the selling pric^ of large coal f.o.b. in Welst 
ports. When coal sold between 14s. and 14s. 9<f. per ton, 
wages were 5o»per cent, abtfve the 1879 basis, and th^ were 
raised or lowered by negofiation for each is. up or* down in 
the p^ce. In March 19x3, wages had reached ^^e maximum 
and h^l remained there. The prices of Welsh coal in 19x5 
pn yearly contracts, on which the bulk of the busines^^as done, 
were 18s. td^.i9s. per ton, prices for other coal being up to 
35s. per ton. *Xhe Sou^ih "W^es miners demanded a new stand¬ 
ard 50 per cent, over the 1879 basis ; abolition of the maxi¬ 
mum ; a new minimum xo per cent, above the new standard to 
be paid when the average selling price of large coal was at or 
below 15s. &d. A selling price of 155. 6<i. meant, under the 
19x0 agreement, wages 57 per cent, above the 1879 basis—and 
under the claim meant wages 65 per cent, above that basis'. The 
rest of the miners in Great Britain had claimed a war bonus of 
25 per cent, on earnings, and Lord St. Aldwyn had awarded X7J 
pea. cent., which was accepted The South "Wales miners’ chief 
purpose was to establish a higher minimum as against a pK>st- 
war depi£<!sion in trade, and to secure during the war higher 
wages as coal mounted in price. Negotiations between owners 
and miners broke down—the former agreed to, the latter re¬ 
fused arbitration—the Navy relied on South Wales for coal— 
a strike was imminent. Mr. Bunciman, the President of 
the Board of Trade, offered the South "Wales Miners’ Executive 
generous terms which the Executive accepted ’* as the basis 
of negotiations,’’ viz., a new standard 50 per cent, above 1879 
provided that the alteration of the standard should not in 
itself effect an immediate change in wages ; abolition of the 
iiKi3d.mum and minimum of 19x0 ; and the levelling up of rates 
of certain men. The men rejected these terms—Mr. Eunciman 
very properly would go no further. Mr. Lloyd George then 
secured the issue of a Royal Broclamation under the Munitions 
of War Act, X915, making it an offenc.e punishable under that 
Act to take part in a strike in the South Wales mining industry, 
whereupon 200,000 men promptly struck work by way ol 
reply.* Mr. Lloyd George himself went to Cardiff and the strike 
was settled by the Goi'ernment giving to the miners practically 
all they had asked, with full indemnity against their breach oi 
the Munitions Act. It was the first time the Government had 
meaisured its strength against organized Labour and the 
Government’s capitulation had a far-reaching repercussion. 
Compulsory arbitration was discredited and by the Government. 
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li. i mtn t W*r>tibttM» Control 

The nation's dependence on c^al was manifested early in the 
jvs^ ; output fell as miners loyally resi>onded to the call for men ; 
prices rose as domestic consume^ comp>eted with munition 
industries for fuel. Early in igf's exports of ^oal had to be 
curtailed by ^Government—in July 1915, the Price of Coal 
Limitation A.ct had to be enacted, limiting the prico^to be 
chargecUQrcoal at the pit's mouth. Our Allies began to protest 
against the ^rice charged to them for coal, and coal-oWners^ 
e3^>orters and shipowners agreed voluntarily witir the Govern¬ 
ment to limit the price of Ally coal. Sut that did not go far 
enough, and ultimately in 1917 under D.O.R.A., powers were 
conferred on the Board of Trade to regulate prices, and the dis¬ 
tribution and transport of coal both for home and Ally xise. 

Trouble continued to develop in the South "Wales mines, 
and the supply of essential steam coal was in danger. The 
Government accordingly took over, from December i, Z916, 
control of the South Wales coal-field, and as, elsewhere, indus¬ 
trial and transport difficulties w'erc causing great anxiety, they 
also took over, from March i, 1^17, the rest of the coal-miRes 
in the cotmtry, and constituted a Coal Mines Department. 
The actual management of individual mines was l^t to their 
respective owners, the Department directing them how to 
dispose of their supplies so a.s best to meet the needs of the 
coxmtjry. It was inevitable that as control of the mines had 
been transferred to the Government, the wages of mine-workers 
could*be a^matter no longer for district adjustment but for 
national settlement by Government, and, since 1917, this was 
the course adopted. It is unnecessary to go into the question 
of miners’ earnings, they will be found in the vohime of Appen¬ 
dices to the Coal Industry Commission’s Report (Parliamej^ta^ 
Pape^, X919, Cmd. 361, pp. 55 and 109). An admirable cofh- 
parison as between 19x4. and 1920 is contained in Professor 
Bowl^y's book. Prices and. Wages itt the United Kingdom. The 
point to be jjoticedJs that after 1917 wages were paid really 
ovi* of ^ national*pool oonsisting of the aggregate profits-of the 
coal industry with the*nationaJ^exchequer behind tliem. As a 
result of control, some coal-owners, from their positioji and 
circumstances, realized large profits ; others sufiered consider¬ 
able losses. To provide«compensation fisr the latter, under an 
agreement made between the mine-own*rS and Coal Con¬ 
troller, scheduled to, and confirmed by, tbe Coal nfine Control 
Agreement (Confirmation) Act. *9x8, a fund was^o^ded by 
pooling a presenbed percentageof excess profits. The disparity 
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in tbie ridative profit-maVtng capacity of firms a]wa3rs 

existed was of course materiaUy intensified by control; befcne 
the war it had not, howeve% materially sheeted industrial 
conditions. fi^vents soon proved the i mp racticability of conr 
tinuing the 29x8 comp^sat^n provisions. There had existed 
arrangements lor securing supplies of coal to our Allies at prices 
approximating to those charged in this country fpr inland con- 
sumpfC^n—these were terminated in 1919, and the prices of 
export coal immediately mounted. Some coal-own<K;ig,.who were 
•granted export permits, realized large profits ;*‘others, who 
had previous^ suffered loss owing to their beii^ restricted to 
inland trade, continued to labour under heavy financial diffi¬ 
culties. which were made still more onerous by the reduction of 
the price of household coal by zos. per ton in December X9Z9. 
To maintain the compensation arrangements of xgxS would have 
involved the State in heavy subsidies, as a large share of the 
export profits would have been left in the owneis* hands, and 
loss, for which compensation would have to be paid, would still 
have been inflicted on collieries producing for the home market. 
The Coal Mines (Emergency) Act, 1920, was accordingly passed, 
wfiich repealed the Act of 191S from April x, X919, and provided 
a new fund from which compensation was to be drawn for 
collieries forking at a loss, but into this fund all excess profits 
were to be paid, and not a percentage only, as in the case of the 
X918 fund. 

The Sankey Commission 

The shortage of coal, of labour and of transport in 19x8', when 
the German offensive was at its height, led to the rationing of 
co*al, g^s and electricity, which continued for ahout two years. 
After the Armistice, in November 1918, trade activity increased, 
the ^dustrial demand for coal grew, and the domestic demand 
as'well, when demobilization was accelerated. The Coal Mines 
Department only just managed, with the greatest difficulty, 
to secure an equitable distribution of coal, and this it a6comp>- 
lished with great efficiency. These ^fficultL^ were in¬ 
creased by the miners’ threat to strike in the ^beginning of 
X9X9 unless demands for increased wages and r^^uced hours 
were conceded. The Government replied by passing the Coal 
Industry Commission Act, X9X9, v'hich set up a Commission 
xmder the chairmanship of Mr. Justice Sankey. The Interim 
Report of the Comxitiscion (^FarliatnerUary Papers, 19x9, Cmd. 84, 
85 and 86) r^ommended a national increase of 2S. per shift to 
all ad\ilt colliery workers, a ^-hoiir day undergroimd and 46% 
hours per week for surface workers as from July x6, X9Z9. 



#OR THE CGMIL aCDUSTRY 159 

Xlwse geboTrnTHmdations were put ixrto op«-a.tiozi by tlie Goverxk- 
mezit. Section < (/) of tibe Act reqxiixed tiie Commission to 
inquire into " any sdheme that may be submitted to, or formu¬ 
lated by, tbe Commissioners for tbe future organization of tbe 
Coal Industry, wbetb^ on the pr»ent basis, or^on the basis of 
foint control, nationalization, or any other basis*" On this mat¬ 
ter the Comipission presented four reports (see I*arlufmeniary 
Papers, 1919, Cmd. 210 and 360) : (i) by the Chairman^*(2) by 
the Laboj^representatives ; (3) by the representatives of coal- 
owners anuVmployers in other industries, excen^ Sir Arthur. 
Ouckham, and (4) by Sir Arthur Ouckham. Repons (x) and (2) 
recommended nationalization of the industry ; report (3) acquisi¬ 
tion of royalties by the State, the continuance of private enter¬ 
prise coupled with the establishment of Pit Committees repre¬ 
sentative of management and miners, and L>istrict Councils and 
a National Council representative of coal-owners and miners— 
for th« purpose of dltscussing working conditions and other 
questions in the settlement of which both parties are interested ; 
report (4) recommended State acquisition of royalties, the 
district unification of colliery interests to be worked through 
District Coal Hoards, on which <he workers would have some 
representation, with a Pit Committee at each mine. Each of 
the four Reports recommended the^etting up of a MiHVs Depart¬ 
ment . • 

ThewMining Industry Act, 1920 
Xhe Government announced, in August 1919, that they could 
not accept »the policy of natioiuiliziition, but intimated their 
readiness to apply the Duckiiam scheme, but the owners and 
the miners objected to this. Subsequently, the Government 
put forward a scheme which was ultimately incorporated in the 
Mining- Industry Act, X920, providing a compromise n^inly 
on the principles of Report (3) —that of the representatives on 
the Commission of the coal-owners and employers in other 
indusl^es. Xhis provided for (x) regulation, for a period not 
exceeding oi>e year fjom August 31, X920, of the export of coal, 
and of the pit-head pric«of home coal ^id bunker coal for coast¬ 
wise shipping; (2) the future .ordering of the indtxstry on a 
permanent basis, by the co-ordination of all the Government's 
powers and duties in regar<i to mines and minerals in the hands 
of a single Departm^it—»-the Mines DeJJartment of the Hoard 
of Trade created by the Act ; (3)^ the graftt to the mine-workers 
of a greater voice in the ordering of the industry oy means of 
representation on Pit and District Committees and Area and 
Natioxiai Hoaxds, and (4) the ^constitution of a fund to be 
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applied for ptirjposes* connected wit 3 hi tiie p«i 3 WE>etii^, 

recreation and conditions of living of woilters in or about tb© 
mines and for research and mining education. The Govern¬ 
ment also decided that the control of the coal industry, which , 
had been essential as a war-measure, should be removed as soon 
as export prices fell to something approximating to the inland 
price. A start was made, in June X920, in thp direction of 
freeing ^the distribution of inland coal from restriction by 
placii^ it in the hands of local committees of the^foed trade. 

The Strilce of October 1920 

Consistently from tKe beginning of 1920, the Miners* Feder¬ 
ation had advanced new wages claims—the complicated details 
of which will be found in the Labour Gazette for August, Sep¬ 
tember, October and November 1920. They contended that 
their wages had not kept pace with the cost of living—that the 
coal trade was able to afford the increases claimed—ftiat if 
wages had been nationally governed by price, as they used to be 
locally governed, either expressly or virtually, all districts 
would have received a considerable rise in wages. It was 
strongly argued that the ^ankey National Award of 2S. 
was intenjjpd to improve the pre-war standard of living of the 
miners, and not to meet war*time increases in cost of living—a 
contention for which it i^ hard to see the justiheatidn. Nego¬ 
tiations broke down, and a miners’strike began on October 18, 
X920, and continued till November 4, 1920, when it was settled 
on terms agreed between the Government, the Mining Associ¬ 
ation and the Miners' Federation. The first clause of the 
Agreement was as follows : 

*' (1) Recognizing that on the increased production of coal there de> 

E end not only the prosperity of all who arc engaged in the coal industry. 

uT the welfare of the nation and the cost of life of the people, and 

having in view that this urgent need can only be met if the mindrs and 
mine-owners throughout the country work together cordially for this 
common purpose ; and further, having regard to the necessity of 
setting up machinery for regulating wages in the coal trade so as to 
get rid of present anomalies and provide against futsre difficulties, 

" The M^ing Association and the JVliners' Rftder^tion ^solemnly 
pledge themselves to make every ^fiort to achieve th^e objects. 

" T9 that end they shall : • 

** (a) Co-operate to the fullest extent to obtain increased output, and 
for this purpose will sirrai^ge to set up district committees and a national 
committee ; 

*' (&) Proceed forthWlfn to prepare a scheme for submission to the 
Government sA the earliest possible moment, and not later than March 
jz, for the regulation of wages ia the industry, having regard, among 
other considerations, to the profits ^f the industry, and to the principle 
upon whtoh any surplus profits are to be de^lt jfvitli.** 
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‘tlMfe Strike of April 1921 

Prolonged neg^otiations then*took place between owners and 
men under this settlement. These revealed a fundamental difier- 
ence : the owners were claiming to return tcf the old district 
basis oT wages ; the miners were insisting on continuance of a 
national poel and the national settlement of wages ^ rmder 
control. No agreement had been concluded when aM remain¬ 
ing OCvosstment control was terminated on M€^mh 39^ igzz, 
by the Coal Mines (Decontrol) Act, 192Z. In >pite of failure 
to agree, both miners and owners indicated tlieir willingness to 
do ail possible to avoid a stoppage. A conference took place, 
on March 30, 1921, between both sides and the President of 
the Soard of Trade, the miners asking for a continuance of 
Government subsidy to the industry as long as the then existing 
depression of trade lasted, but this the Government refused. 
ITie dwners had previously issued notices terminating contracts 
of employment on March 31, and indicating the new terms 
upon which men would be re-engaged. Practically all the men 
ceased work in accordance wj^h this notice, and refused to 
resume on the new terms. A stoppage of work took place from 
April z to July 4, 192X. On June 25, terms of settiement were 
arranged between the Mining Association and the Miners' 
Pederatidn which were accepted by the votes of a large majority 
of miners on Julj^ i. This agreement (I^arliamenfaty Paper^ 
Z92X, Cmd. ISSV) was of a remarkable and far-reaching 
character. By it the miners dropped their claim for a national 
I>ool ; provision was made for the constitution of a National 
Board, consisting of equal numbers of persons chosen by^he 
Mining Association and by the Miners' Federation, and of Dis¬ 
trict Boards consisting in equal numbers of persons represent¬ 
ing owners and workmen in each district—each Board ha'^ng an 
independent Chairman. It was provided that (z) the proceeds 
in ea^h district of the mining industry should be deteimined 
by independent accountants appointed by each side to check 
by joint test audit, <h^ owners' books ; (2) standard wages for 
e£(bh dfStric^wshdvUd fixed on the basis of the district basis 
rates of March 3X, 192Z, plus <ftstrict percentages of July X9Z4, 
plus percentage additions for piece-workers made on the reduc¬ 
tion of hours from eight td seven ; (3) minimum wages should 
be standard wages plus per cent. ; (4) Jor each district the 
total should periodically be ascertained for certain test penriods 
of the standard wages, the cost erf production other than wages, 
and standard profits at the rat^ of x^ per cent, of the standard 
wages. This aggregate should then be deducted from the amount 
• I..**, 1. 
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of the district proceeds' for those periods. an df 3 l ^'^£ ~ iM the 
li^lSs^Sold^be appUed for payment in dirtnct of an 

increase of wage above the imiflmum rates. But 83 per cent, 
might not loe, and indeed in some dtetocts has not be^. enough. 
to brine' stan<iae’d wages up minimum wages. As ag ains t 
contingency Parliament voted, on July i, xg2X,*a. sub¬ 
sidy vtrlncbi was not to exceed ;^io,ooo,ooo to be used to prevent 
the redwJtion of adult wages in any district exceedii^ ss. 
per shift during July, 2s. 6 d. during August, ancj,,^. ^urii:^ 
^ptember. ''^7,000,000 was actually expended under this 
irrangement. 


The Failure of Part II of the Act of 1920 
Difficulties have arisen in connection with the working of 
Part II of the Mining Industry Act, 1920, relating to the appoint- 
nent of Pit and District Committees and Area and National 
Boards on which owners and workers were to be represented. 
Section 10 provided that Area Boards should formulate wages 
schemes, having regard among other considerations to profits 
*he industry within the area. On the introduction of the 
Bill for the Act of 1920, the Miners’ Federation announced 
their intention not to assist in working the Act in view of their 
objection to the settlement'of wages on any other than a 
national basis. Having jigreed to a district wages basis in 
the 'agreement of July 192Z, they decided, j^n August 192Z. to 
so-operate with the Mines Department in working Part II of 
the Act- Meanwhile, the owners who originally acquiesced in 
the terms of the Act, and through spokesmen in Parliament 
agsved to work it, similarly changed their minds, and the Mining 
Association announced about the same time that, as the Agree¬ 
ment of July 1921, had in their view achieved the objects aimed 
at in*Part II of the Act, the re-imposition of any measure of 
Government control over wages and allied questions wotlld be 
contrary to the best interests of the industry itself and of the 
community, and through the administration of Part II of the 
Mining Industry Act would add unnecessarily to the burden of 
taxation. iThe correspondence between, the Mines-Department 
and the Association is printed in Parliatneniary Papers, Z92Z, 
Cmd. i 55 i, and X922, Cmd. 158^. and deserves consideration. 
In view of the attitude of the owners, the Secretary for Mines 
made a report to P.arUament as required by Section 17 of the 
Act, and as w»thm thirty days from February 7 no resolution to 
the contrary was passed by Parliament, Part II of the Act has 
ceased to have effect. The statutory right on the part of the 
workers to a voice in the ordering of the poj^-mining industry 
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to thMC f y <0 ena; and tiie position to governed by tbs 
Agreement of 5^uly X|^x. ^ 

• 

Royalties 

Refe^^ce is necessary to the State acqtusi«ion of royalties 
on whsch there was unanimity amongst the members of the 
Sankey Conamission. One of the principal reasons advanced 
^^y the State ought to own the coal was that no uni^onable 
obsta^e .•should be placed in the way of mining coal, and that 
due^ attention should^ be directed to conservin£^>ur princip'al 
national asset, which is also a wasting asset. The Government 
accepted the recommendation, but in «ie present financial con¬ 
dition of the country it is obviously impracticable to mve effect 
to it. 


Summary of Government Policy 
Briefly surnmarized, the Government’s I.abour policy in 
connection with the coal-mining industry is as follows : 

I* The industry must be worked by private enterprise. 

The functions of tlie Government in connection Aiv'ith 
mmmg should be centralized i?i a Mines Department. 

_ 3. Such assistance as a Government Departmci^t can render 
m (a) the collection and publication of informatioi^ (b) remov- 
ing obstacles to production; (r) the formulation of drainage 
schemes ; (d) preventing wasteful working of a great national 
asset; («) ensuring the safety and health of the workers, and 
(J) assisting, when asked to do so, in the settlement of disputes, 
should be,rendered through the Mines Department. 

4 *. Providing the means (through the Miners’ Welfare 
for improving the amenities of mining centres. 

5. Encouraging research into the particular problems affect- 
the health and safety of workers in the industry^ • 

The Minps Department, established under the Act of 1920, is 
resj^nsible for dealing with one of our most important indus¬ 
trial problems, and the success of its administration up to the 
present time is full of encouragement for the future. 
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GOVBRNMENT LABOUR POLICY FOR RAJI 
WAYS 

Pre*wax Conditions-Government ^Var-time Control—The Wage 

Agreement of March —The Railway Strike of September 1919 

—The Wage Agreement of March 1920—The Railways Act, X921 

—The Railway Conciliation Machinery of 1921-Sectional Railway 

Councils-Railway Councils. 

Pre-war Conditions 

A S Labour p)roposes on the first opportunity to natiofialize 
the railways, the relationship between the men and 
the companies is important. Under an Agreement of Novem¬ 
ber 1907, Conciliation Boards consisting of representatives 
of the companies and the men engaged in the manipulation 
of trafRc h^d been appointed to deal with questions of hours 
and wages and working conditions. A railway strike occurred 
in X91X, and it was stated that one of the reasonk for the 
strike was the dissatisfaction of the railway men with the 
working of the Railway Conciliation Scheme. The Govern¬ 
ment then appointed a Royal Commission to investigate 
the working of the scheme and to report what changes, if* any, 
desirable, with a view to a prompt and satisfactory 
settlement of differences. The Royal Commission reported 
in October X9XZ, and suggested a new scheme which, with 
some «dterations agreed between the representatives of the 
companies and of the Unions, was adopted in • Decefhber 
X9XX. This scheme the Unions gave notice, in December 
1913, to terminate at the end of November X9X4, at which 
<^te they expressed their intention of a<^ancin^ a national 
programme vfor increased wages and d^ 8 -h< 3 ur jweekf ^ 

Government 'SVser-time Control 
On August 4, X914, qnder an Order in Council made in pur¬ 
suance of the Regula,tiqn of the Forces*Act, 1871, the Secretary 
of State for War issued a warrant—which he renewed week by 
week, until August X9X9, whpn statutory possession vested 
in the Minister of Transport under the Ministry of Transport 
Act, Z9X9, rendered its continuance unnece^axy—authoring 
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tha 3 Bd^d ok Jpr 4 kae -to take possession of fo-actically all the 
railways of tne country. I^is wa.s done, but the railways 
continued to be conducted by their respective managements 
acting under the instructions of the Railway Executive 
Committee. On October x, 319x4, a truce * agreement was 
conclud^ed between the compani^ and the Unions, continuing 
the X9ZX Conciliation Scheme, but making it terminable on 
six weeks* notice. Alike with other trades the railv^3rmen re¬ 
ceived increases in wages from February 1915, or^to November 
19x8. Up to September X9X8, men of eighteen ^ars and over 
received a war-wage advance of 30s. per week. In November 
X9X8, a sliding scale was arranged under which the war-wage 
was to rise and fall with the index-number of retail prices as 
published in the Labour Gazette. An additional 3s., raising the 
war-wage to 33s- per week, was given in November X918. 

* The Wage Agreement of hlarch 1919 

Following the Armistice, the National Union of Railwayman 
gave notice to terminate the truce agreement of October X9X4, 
but early in I>ecember 1918, the principle of an 8-hour day * 
was conceded by the Government for all members of the wages 
staff as from February x, 19x9. ^ In March 1919, wn agreement 
was made between the Government, t!ie Railway Executive 
Committee and the Unions whioh provided for increased 
rates for overtime^ night-duty and Sunday-work, but provided 
for stabilizing other wages till December 31, 1919. An import¬ 
ant provision was contained in it providing for a continuance 
of negotiations to standardize rates so that all men throug hout 
the country doing the same work under the same conditfOTTs 
should receive the same rate of wages. This agreement also 
provided for the setting up of a joint committee consisting 
of mpresentatives of the Railway Executive Commitf^*and 
the two Unions concerned * to deal with questions of pay and 
conditions until '* some hnal arrangement is arrived at in regard 
to the future position of railways." Tlie agreement stipulated 
l^at **,when th§ neVr Ministry of 'W'avs and Communications is 
set up it is *ehe intension of the GoT^rnment to provide in the 
organu^tion for, and avail itself fully of, the advantage of 
assistance, co-operation %nd advice from the workers in the 
transportation indiostry." Standard rates were agreed between 
the (^vemment and tfte two Unions 4 on drivers, firemen and 

* In fact many rail-way men -work more than 8 hours per day. 
receiving, fw -the excess hours, overtime pay. 

• The r^-ational XJnion of Railwaymen and the Associated Society 
of Locomoti-ve Enghic^rs and Firemen. 
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cleaners by an agreement in August X9X9, and negotiations 
were continued to standardize the rates for other railwaymen- 

The Railway Strike of September 19x9 
The Govemriient's propofals for standardization were 
rejected by the Unions, who iJrecipitated a strike, on September 
26, 19T9, on the railways throughout Great Britain. Terms of 
settlemex^ were signed, on October 5, Z919, providing for 
standardization at the then existing level of wages ejp to Sep¬ 
tember 30, 1920, and providing that no ad\ilt railwaymen in 
Great Britain should receive less than 51s. per week so long as 
the cost of living was not less than no per cent, above pre-war 
level. Work was resumed on October 6. Subsequently an 
agreement was made between the Government and the two 
Unions that, apart from the wage negotiations then in progress, 
questions of wages and conditions of service should, during 
the remainder of the period of control under the Ministry of 
Transport Act, be dealt with by a Central Board consisting of 
five railway representatives and five representatives of the two 
Uniens. b'ailing agreement the Central Board, disputes 

should be referred to a National 'Wages Board consisting of 
four railwa^^managcrs, four railway workers or their represent¬ 
atives, and four users of railways, one nominated by the Parlia¬ 
mentary Committee of thev Trades Union Congress, one by the 
Co-operative Union, one by the Federation oJ^l^ritish Industries, 
and one by the Associated Chambers of Commerce, with an 
independent chairman appointed by the Government. , The 
agreement also provided for kocal Committees, to which matters 
o&Jccal importance wovild be referred. The Railway Executive 
Committee 'became unnecessary in view of the Ministry of 
Transport Act, 1919, and a new Advisory Committee was set 
up, consisting of twelve general managers and four repregent- 
atives of the workers. 

The W^age Agreement of March 1920 
As a result of the negotiations, an agreement w£& completed 
on March 22, 1920, ^ providing for standardization of rates of 
pay, for wages to rise and fall atcording to cost of living, and 
for a ^andard rate below whicli wages should not fall. This 
is one of the most important industrial agreements. The 
principle of the arrangepnent was as follows. There were many 
classes of men on different railways graded by different names 
and receiving different rates of pay although doing substantially 
the same work. These vazioug classes were reduced into a 
* The principle had been agreed in Jaxioaxy X920. 
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small ntxml>CT at specified grades. Further, in regard to certain 
grades/the couhtiy was divided up into sections, for example : 
(i) Xx>ndon area; (2) provincial, industrial and mining areas 
and large towns, and (3) rural districts. Then, on a system 
of averages, the mean pre-war weekly rate# of pay of the 
men of a particular grade on a&*the railways in a particular 
section of tl*e country was ascertained ; to that a sum ef 38s- 
•as war-wage was added. This combined sum was to form, as 
from January I, 1920, the wage to be paid as long as me^cost of 
living remained at 125 per cent, above pre-war rfbst of living. 
For every five points rise or fall in the cost of living there was 
to be an increase or reduction of is. J>er week. Standard or 
minimum rates were fixed representing generally 100 per 
cent, increase on the average pre-war rates of the respective 
grades. These were rates below which wages would not fall, 
however much the cost of living might go down. This 
agreAnent provided on a more fully developed basis for a 
Central "Wages Board of ten members, five representing railway 
administration and five the Unions, and for an appellate or 
National "Wages Board of twelve members, four represerrfing 
the railway companies, four the Unions and four the users of 
the railways, with an independent Chainrnan appqjnted by the 
Govemme"^ t. In promulgating iSic settlement the Government 
made tb ^ announcement ; “ In pealing with questions of 

wages it has been jeept clearly in view by tJie Government that 
some addition to railway wages was due before the war, and 
that the claims of the railwaymon to a higher standard of 
remvmeration were only then postponed because of the country’s 
necessities.” After this agreement certain claims for improsi^- 
ments in pay and working conditions were submitted by the 
Unions to the Central W^ages Board, and, on the latter’s failing 
to stgree, referred to the National Wages Board. ThQ»B®ard 
by a majority agreed that certain advances of wages should 
he ^ven, but they said they could not be justified on the 
ground of increase in the cost of living as that was provided for 
Iw an automatic advance under the sliding scale. The Govem- 
rnent agreed tc^ the Advances being* given. • 

The wages, therefore, of railwaymon in the conciliation 
grades consist of certain rates agreed upon in March 1920, 
which represented the avferage pre-wa^ weekly rate of pa.y of 
the men in any grade or group of gra^es^ plus 38s. per week, 
together with further increases ranging from 2s.«to ys. 6*f. per 
week, or 2s. to 8 s. €>d. in the ca^ of signalmen, granted in June 
X920, by the National "Wages Board, the whole being subject 
to varmtions tmdq^ the sliding scale, whereby there is a reduction 
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or increase of is. per week for every fall or rSse of fivfe jporaito 
in the cost of living as shown in the j^gnres pahlished by the 
Ministry of X^abour. Adjustments in the bontts due under the 
sliding scale are considered by the Central Wages Hoard. A 
di£[erence arose 4 n regard to the oi>eration of the sliding scale, 
and a *nodus operandi was q^eed on by the Central •Wages 
Hoard* '^hich is described in the Labour GazeUe of April 
1921. ^ 

, The Railways Act, 1921 

On August 19, 1921, the Railways Act, 1921. wa.^ 

Section 62 provided tha^, as from the date when the railways 
ceased to be in the possession of the Minister of Transport— 
which was August 15, X92X—and until otherwise determined 
by twelve months’ notice, such notices not to be given before 
January i, 1923, all questions of wages, hours and conditions of 
railway servants should, in default of agreement between a 
company and tlie XJnions, be referred to the Central Vvages 
Hoard, or on appeal to the National "W^ages Board. The Act 
reconstituted both Boards, and provided that the Central Wages 
Bo£Ad should consist of eight representatives of railway com¬ 
panies and eight representatives of the railway employees—^four 
appointed by the National Union of Railwa5mien, two by the 
Associated Society of I^ocomolive Engineers and Firepien, and 
two by the Railway Clerks.’ Association. The National \Vages 
Board was provided to consist of six representatives of the rail¬ 
way companies, six representatives of the railway enlployees 
—two appointed by the National Union of Railwajmien—^two 
by the Associated Society of Locomotive Engineers’ and Fire- 
Tiien. and two by the Railway Clerics' Association—and four 

representatives of the users of railways-one appointed by the 

parliamentary Committee of the Trades Union Congress,^ one 
by Ifiie^Co-operative Union, one by the Associated Chambers of 
Commerce, and one by the Federation of British Industries, 
with an independent Chairman nominated by the Minister of 
Labour. The Minister has nominated Sir Wm. Mackenzie. 
K.B.E.. K.C.—^the President of the Inc^ustrial Court. 

The Railway Conciliatiofi Machinery of 1921 
The Act further provided that councils on the lines of the 
Whitley Councils should be established for each railway com¬ 
pany on the general basis of schemes to be prepared by a 
committee edhsisting of six representatives of the General 
Managers* Committee of the Railway Clearing Rouse and six 
* Now the General Council of 'the Trades .Union Congpress. 
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t e p KK a ^Yn t.twSir ‘tibte ' .Ka.tiops 3 . Umon of Railwaymen, the 

Associated Society of X-ocoxnotive Kngmeers aund Firemen, and 
tlMs Railway C 1 ct£s' Association. These schemes, which have 
now been prepared, provide for : (i) local consultation ; (a) 
iocai departmental committees ; (^) Sectional Railway Councils, 
and ( 4 ]r Railway Councils. At^^tations or depdts wi%h a 
number of employees in a department or g^oup of gra^^ less 
than seventy-five, such employees are to be entitled to ^point 
representatives to discuss local matters with the Gmnpany’s 
local officials. At stations or depdts where the nuiflber exceeds 
seventy-five, a committee is to be set up, consisting of not more 
than four elected representatives of the employees in the depart¬ 
ment or group of grades concerned, and not more than four 
representatives of the company. The objects of the local 
committee are to provide a recognized means of communication 
between the employees and the local officials, and to give the 
emplt^ees a wider interest in the conditions \inder which their 
work is performed. A local committee is to discuss : (a) sug¬ 
gestions for the satisfactory arrangement of working hours, 
breaks, time-recording, etc. ; (b) questions of physical welfmi;e ; 
(c) holiday arrangements ; (d) ^publicity in regard to rules ; 

(e) suggestions as to. improvements in organization of work, 
labour-saving appliances and other matters ; (/) investigation 
of circumstances tending to reduce efficiency, and (/?) the correct 
loading of traffic to ensure safe transit and the reduction of 
claims. Before a matter is discussed by a local committee it 
mtist first be submitted by the employees to the officials of the 
cornffany in the ordinary manner, but, failing a satisfac¬ 
tory reply within fourteen days, it may be reported to t he_ 

secretary of the employees’ side of the committee. The 
company in the same way must exhaust the constitutional 
machinery. 

Sectional Railway Councils 

Sectional Railway Councils w'ill consist of not more than 
twelve elected reprt^entatives of the employees, and not more 
tttan twelve, ^ppoint^^ representatives of the copnpany, and 
not more than five Sectional Councils are to be established on 
any railway. Rach side will have its own secretary, who will 
have the right to take part, in the proceedings. If one takes a 
railway on whicii the whole staff of the company is divided into 
the usiial five sections, viz., (i) clerks.^station-nj^sters, super¬ 
visors, etc. ; (2) locomotive men ; (3) traffic department men ; 
(4) goods and cartage staff, and ts) permanent way department 
men. platelayers, etq., each sedtion will elect representatives to 
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tbe Sectional Council, and the number of r eprese ntatives of each 
section will be according to the proportion df the empio3;ees 
in the groups of the grades ift the section. Li addition, the 
number of representatives elected to each group of grades* 
will be distribiAed as nearly ^ possible by districts. Sectional 
Councils wrill deal with : {a) local application of national agree- 
menlmi^elating to standard salaries, wages, hour^of duty and 
conditions of service other than subjects submitted directly to 
the C^^al Wages Board by railway companies or the*" Trade 
Unions ; (6'^ suggestions as to operating, working and kindred 
matters ; (c) other matters in which the company and the 

employees are mutually? interested, such as co-operation with a 
view to securing increased business, greater efficiency and 
economy, the well-being of the staff, recruitment and tenure of 
service, etc. ; (<f) subjects remitted by the Railway Council to a 
Sectional Council. 


Railway Councils 

For each railway a Railway Council is to be appointed con- 
siding of not more than ten Representatives of the company 
and ten representatives of the employees. The representatives 
of the employees will consist of two members of each Sectional 
Council ; each side will have a secretary with power to take 
part in the proceedings. The Railway Council will'deal with 
all matters with which a Sectional Council |;an deal, and which 
are of common interest to two or more sections, but it can deal 
with no matter before a Sectional Council has had an o.ppK>r- 
tunity of considering it. If a Sectional Council is unable to 
3 gXee on any matter, the employees' side may refer it to the 
Trade Unions concerned, or the Council may, by agreement, 
refer it to the Railway Council. If a Sectional or a Railway 
Council cannot agree on any question of the local applicatipn of 
national agreements in regard to rates of pay and conditions of 
service, the matter of difference may be submitted bjg the 
employees' side to the Trade Unions concerned, who take it up 
with the Company, and, failing agreement; may rtffer it to the 
Central Wages Board. • Before emploj’'ees bai^ subtftit anV 
question to a Sectional or Railway Co\mcil they must first 
submit it to the company to consider in the ordinary way, but, 
failing a satisfactory ax::*swer within "twenty-one days, the facts 
may be reported to the employees' Secretary of the Council 
concerned, a»d the company itself must proceed in the same 
way. The working of the Railway Councils and Committees 
will be followed with the greatest interest by all concerned in 
the development of industrial conciliation jmachinery. 
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CHAPTER XVI 

GOVERNMENT LABOUR POLICY FOR^-^GRI- 
CULTURE 

Goveromeat War-time Control—Government's New Policy in 193X— 
Xbe EstablishiTnent of Joint Conciliation Committees in England 
and Wales—Xhe Work of the Conciliation Committees—Agriculture 
and Unemployment Insurance. 

Ooverntnent V\^ar-time Control 

T ^H necessity during the war of encouraging the production 
of food at home led to the Com Production Act, 1917, 
which provided for control by the Ministry of Agriculture 
of cultivation, the constitution erf an Agricultural Wages Hoard 
to fix minimum rates of wages for persons employed in agricul¬ 
ture, and for guaranteed minimum prices for wheat and oats. 
Minimum rates were fixed, and* from time to time varied. 
Although the Board did not wipe out wholly the pre-war county 
agricultural wage-drfferentials, they very largely reduced them— 
the final percentage of increase varying from about no per 
cent, rfo 230 per cent, over pre-war. After the Armistice, the 
Governmerft wisely realized it would be a mistaken policy to try 
and continue to fix minimum prices for oats and wheat, or to 
control cultivation and regulate wages. "When wholesale prices 
broke in 192X, and the community became unable to pay the 
minipium prices, the Government decided it would be uifBo«nd 
finance to maintain prices and wages oiat of a national subsidy. 
In war-time it may be right to compel farmers to grow wheat 

and oats because of the country’s needs-it is wholly wrong to 

do so in pesTce-time*—right policy is to leave them to culti- 
^te tlfeir lajtd they, in their own interests, think fit. 

Government's New Policy in 1921 
The Com Production Acts (Repeal)* Act, igar, was there¬ 
upon passed. That Act^abolished miniemun prices and wages, 
created a special fund of ;fi,ooo,ooo for agriculttiral develop¬ 
ment, and provided that the Minister of Apiculture as respects 
England and W^ales, and the Hpard of Agriculture for Scotland 
as respects Scotland; should be empowered to take steps to 
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sectire the volimtary formatiba ot *oca» Com¬ 

mittees, representative of persons {wheth^ ov^eis or occupiers 
of agricultural land) emplo3nngr persons in agriculture, and of 
agricxiltural workpeople, for the purpose of desLiixig with rates 
of wages, houre of work an<% conditions of employment. The 
Act^rovides that a rate of wages agreed upon by a Joint Con- 
ciliaSin Committee, and on the Committee'f application, 
confirm^ by the Minister and duly advertised, becomes thfe 
wage* leg^y payable in the area, unless the Committee 
certifies that under the special circumstances of a particu¬ 
lar case it is satisfied Jhat a contract for a lower rate is fair 
and reasonable, or, in the event of the Committee refusing so 
to certify, the Court in which proceedings are taken for the 

-overy of the rate agreed by the Committee is so satisfied. 

The ‘Establishment of Joint Conciliation Committees 
in England and 'Wales 

As the Ministry of Agriculture’s function is confined to moral 
suasion, the task of getting these Committees established is a 
difficult one, and the Ministry is to be congratulated on the 
progress it has made. Many farmers are still incensed at the 
repeal of tlse Com Production Act, and the resulting loss to them 
of a substantial subsidy on wheat and oats, and are inclined to 
resent any action by the Ministry. The leaders of the workers 
are equally incensed at the abolition of the-Agricultural "Wages 
Board with its compulsory powers, and demand its re-establish¬ 
ment. The scheme of Conciliation Committees, moreover, was 
launched at an xinpropitious time. Prices were falling rapidly, 
and farmers, after having cultivated their crops throughout the 
year on the basis of a fairly high cost of production with wages 
at a high level, found themselves compelled to sell their produce 
at prfces less, in many cases, than half those of the previous 
year. In consequence they pressed for substantial and imme¬ 
diate wage reductions. From the workers' point of Adew the 
autumn of 1921 was equally inopportune for initiating a new 
system of settling wages, as, owing to the *favoura!ble summw, 
■work on tlite farm was ^ell advanced and fanriers were in a 
p»osition to reduce their staffs. In addition, the growing amoimt 
of unemployment materially w'eakened the workers* bargaining 
power. 

Th» Work,, of the Conciliation Committees 
The greatest tact and discretion was, therefore, necessa^ to 
avoid any appearance of undue interfer^ice by the Ministrj^ 
and at the same time powerful persuasion had to be exerci s ed 
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of the MinMtry fasnisted by officers a|^>omtedl for the purpose 
by the Minister of I^boxir) hasre» notwithstanding all these 
difficulties, succeeded with signal ability in embedding alr^dy 
the roots of the scheme deep down into the agricultural 
indtistT^a In the short time whicl#has elapsed since the pacing 
of the Act ef Z92X, 61 Committees have been estabh^ed, 
covering the whole of the country, and of these, 54 hav^^tnade 
agreements, though in some cases they have onl^^been for 
short periods. In the remaining 7 areas, althougliefto^s to 
agree have been made, no agreement has yet been reached. 

The rate of wages which is now being 4>aid generally for male 
agricultural workers is about 30s. to 32s. for 48—50 hours, and 
many Conciliation Committees have agreed on these rates. 
In the north of England the rates are \isually somewhat 
higher, while in £ast Anglia and in several counties where no 
agreements have been reached the employers refuse to offer 
more than 30s., a rate which the workers equally refuse to 
accept. These rates compare with the Wages Board rate of 
46s. for 48—50 hours, which was in force up to the beginning of 
September 1921. The Wages •Board at their last meetffig 
reduced this rate to 42s., which was the rate in force when the 
Conciliation Committees came •into being. XHftre was a 
fall in October 1921, to 36s. per week, followed by a gradual 
diminution to the rates mentioned above. Long period agree¬ 
ments running up "to the beginning of October X922, were 
successfully concluded in several counties with the assistance 
of representatives of the Ministry of Agriculture, at 32s. for 48 
hotirs up to the beginning of March X922. and 31s. for 50 hours 
over the remainder of the period. These long term agreements 
are a hopeful feature. The farmer gets a settled rate of wage 
when farm operations are in full swing, including both h^^ and 
com barve§t : the labourer gets a certain minimum wage, uiSder 
which he will benefit by further falls in the cost of living during 
the cffirrency of the agreement. At the same time, the rates now 
operative make full allowance for the changes to date in the cost 
«# living. Tq^cing theTP^’^-war average cash wages at x6s. 
per week, the comparative figure based on the cost of living 
index number for June x, X922, of 80 per cent, over July 
X9X4, would be 32s. 2d!., and it is probably true to say that 
the agricultural labourer has experien<fed, since October X92X, 
a greater reduction in wages than mo^ dther trades. From 
the farmers* point of view, however, the fall in ^^ages is more 
than justified by the drop in prii^s, which has been appreciably 
more rapid than the fall in lAie cost of living. 
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One most encourag;ii^ cuxmxnstance is t&e eaet^t to 
concluded agreements are faithfully ol»erved»1:^ the farmera. 
The Committees have no direct^>ower to enforce their decisions ; 
they may send their agreements to the Minister of Agriculture, 
for con^ncnatiori and then tmder the Act pa3rm^it of the agreed 
rat^ becomes recoverable at law. As yet five Committees only 
havej^ked for confirmation fcf their a^eements. On the whole, 
employcnrs are opposed to confirmation, and the workers drv 
not demand it. Although the agreements are in the main 
observed by employers, the workers' representatives complain 
that this is not so in every case. If there were any serious 
tendency towards non-observance the employers on the Concilia¬ 
tion Committees would agree to submission of agreements for 
confirmation ; they would not allow some employers to evade 
pa5rment of the agreed rates while others paid. The absence 
of any such general demand indicates that, substantially, the 
agreed wages are being paid. 

Agriculture and Unemployment Insurance 

The Labour Party makes the singularly disingenuous com¬ 
plaint that the Government docs not apply the l^ational 
Unemployment Insurance Scheme to persons engaged in 
agriculture.‘‘ The true facts sre that on December 2, 1920, the 
Agricultural "Wages Board appointed a Committee, tmder the 
chairmanship of Sir Henry Rew, K.C.B., comprising representa¬ 
tives of employers and also representatives of unions whose 
members were engaged in agriculture, to rej^ort upon the extent 
to which the Unemplojmicnt Insurance Acts could practicably^ 
and with benefit, be applied to agricultural workers. The Report 
“of the Committee {Parliamentary Paper, 1921, Cmd. was 

tinanimous, and to the effect that there was general opposition 
both ^y employers and workers to the inclusion of agric\ilture 
under the provisions of the Unemployment Insurance Scheme. 
One of the workers' representatives, a signatory to this finding, 
appended a note to say that he believed in some districts'chere 
was an undoubted desire of the agricultural workers to be 
included under the Act;—notwithstanc!’i>g that^ neither hir. 
finding nor ^hat of the other workers' i^epresentatives recom¬ 
mended the extension of the Unemployment Insxxrance Acts to 
agriculture. 

Ho one who is awaie of the difficulties, especially in the 
agricultxiral industry, of successfully introducing methods of 
collective bax^gaining; coxUd fail'to appreciate the soundness of 
the policy of Joint Conciliation^ Committees, or fail to rejoice at 
the steady progress which the Mir.istiy of Agriculture is making. 
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CHAPTER XVII 

GOVERNMENT POLICY FOR UNEMPLOYMENT 

1 . State tTnemplosrmeni Insurance —T^e Present ScKeme of 1920— 

Emergency Provisions—Temporary Act of March, X92T-Temporary 

Act of July, 1921-^Temporary Proonsic^ for Dependents' Act of 

November, X92X —Temporary Act of April, 1922 -The Kfiiciency 

of the State Scheme. 

S. Construction ol Works of Public ITtility —Unemployment Orants 
Committee-^The Scheme of 1920— The Extended Sicheme of X92X. 

8 . Ei3n;>edited Road Schemes —Tlie 1920—21 l>rogramme—The X92Z—22 
PtS^gramme—^The Special Metropolitan Schemes—The Provincial 
Schemes-Conditions Attaching to Grants. 

4 . Poor Law Relief- Principles Governing Administration of Relief 

-Ascertainment of Applicant’s Income-Assistance t<j Guardians 

to Carry out Works-I'unding gf Cost of Relief-Help to Porter 

Metropolitan Unions-Assistance to Guar-dians to Itaise Loans. 

U NEMPLOYMENT is to-<iay»a burning questfbn ; it will 
alvrays be in industry an outstanding difficulty. The 
main lines of Government policy at-e, therefore, important ; 
they are of comparatively recent date. From 1890, and indeed 
before, Metropohtan borough councils and their predecessors, the 
vestrfte, and the principal provincial local authorities had been 
in the habit of providing relief works every winter for the unem¬ 
ployed, each on its own method and without investigating the 
necessitous circumstances of applicants for work. Local Labour 
bureaux—areally Labour Exchanges-—had been established in 
Londbn bj/^ some vestries and metropolitan borough councils 
without statutory authority. Their establishment was form¬ 
ally authorized by the Labour Bureaux (London) Act, 1902. 
In X905 Lord (then.the Right Hon. Walter) Long, when ^^e- 
SMlent o£ the I^cai Gevsaemment Board^inaugurated^ voluntary 
scheme consisring of central and district committees in London 
to collect funds and provide wT>rk to deal with distress arising 
from unemployment. The practical operation of this scheme 
was deemed sufficiently Auccessfxil to warrant the passing of 
tibe Unemployed Workmen's Act, 1903;, Which provided for 
establishment, by order of the Local Gdvemment Board, of 
a statutory Central Unemployed Body and metropolitan 
Distress Committees in London,*and outside London, of l 3 istress 



176 '. ■ 

Committees with central and loccd Municipal 

borough or urban district with a popt£b.tioaif -ea not less aSa 
50,000, and for the rest of a cdunty, of Central and Zncal Com¬ 
mittees. Then, as has been described, the State JLabour- 
Hxchangres w^e authorized in 1909. Their establisiunent was 
the^h^t attempt of Goveipfoent to deal with unem|Hoyment 
on ak^i^nsidered policy, 

STATE UNEMPLOYMENT INSURANCE 
The next deliberate step was the scheme of State insurance 
against unemployment instituted by Part II of the National 
Insurance Act, 1911. * It ^applied compulsorily to about 
million workmen in building, shipbuilding, engineering, con¬ 
struction of works and vehicles, iron-founding, and, to an extent, 
saw-milling, but not to non-manual workers. The contribu¬ 
tion per week was : employers, z^cl. ; workmen, 2\d. ; State, xf^., 
the State contribution being thus one-fourth of the whole. The 
beneht assured was ys. per week for fifteen weeks, but nothing 
during the first week of unemployment, and, when payable, 
oijly at the rate of one week's l^enefit for every five contributions 
paid. In 1916, the National Insurance (Part II Amendment) 
Act, 19x4, brought in under the scheme a further ij million 
workpeople employed in certain trades, principally metals and 
chemicals, and engaged 4n the manufacture of munitions of 
war. At the Armistice, the scheme the-refore only cov«red 
some 3f-million persons. This provision was wholly inadequate 
to meet the unemployment which ensued. A scheme qf free 
out-of-work donation was instituted by the Gov^jmment for 
both civilian workers and for men and women discharged from 
the Forces. This scheme remained in operation from Novem¬ 
ber 1918, until November IQ19, for civilians, and until March 
iQZX.'for ex-members of the Forces, and, in a few special pases, 
somewhat longer. 

The Present Scheme of 1920 

It was plainly necessary to make further provision, so a Sill 
for the extension of unemployment inStarance introduced 

in the Mouse of Commons, first in Uecember X9X9, and again in 
Febrtatary iqao. and passing in^o law In August as the Unem¬ 
ployment Insurance Act, 1920, came into operation on Novem¬ 
ber 8, X920. It is the statute under which the permanent 
Nati<mal Un^inplojnnent Insurjunce Scheme is regulated—by it 
all previous enactrrfents relating to unemployment insurance 
are repealed. This Act brings into insurance practically the 
whole industrial population, &nd also non-maniial workers 
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excludes, however, ag^Ulture and private domestic service, 
and empowers the Minister «f Lahour to grant certificates 
exempting the permanent employees of certain public imder- 
takings, but, save in the case of railws^ servants, the 
numbers engaged in such sp^ially except^ employments 
are not large. The total number of workpeople insure<^«s the 
^result of this Act is about twelve millions- The contributions 
pre^crtbed by the Act of Z920 (since temporarily in^eas^d) axe 
as follows : ^ 


E^^oytst's 


State Con- 
tributt<m. 


Men. 

■Women. 

Boy8^{over i& and under 18) 
Girls *(over 16 and under i8) 


3 4 ''^- 


2tf. 


?><i- 

J!d. 

lit/. 


wt 


The scheme is mainly worked through the Employnj^nt 
Exchanges. An unemployment book is issued to every insured 
worker, and, on obtaining employment, he is required to lodge it 
with his employer, who keeps while the employment lasts, 
and when?^aying wages must affix to it a stamp of tlie value of 
the combined contributions of himi^elf and the worker. 

The books are v^lid for twelve months, from the beginning of 
July in one year to the beginning of July in the following year 
—a |>eriod*known as the ** Insurance Year.” Every July the 
books are exchanged. Employers usually lodge the books of 
their workers in bulk at the Employment Exchanges, where 
fresh books axe written up for the ensuing year, but a workman 
has the right to take his old book himself to the Excha^^^and 
obtxin hi% new book for the ensuing year. 

Workmen are also entitled to receive from the Department, on 
appUbation, a statement showing the condition of their accounts. 

The stamps representing contributions are sold at Post 
^■^fficest and ^he-prQf;;^seds of sales ar<^ paid over w'^ekly by the 
Oenersd Post Office the Ministry of Labour. The remit¬ 
tances axe placed to the credit of the Unemployment Pund 
established under the Act^ and the State contribution is added 
to the amounts so received, and similarly credited to the Fund. 
When the Fund is in credit, i.e^ when tRe fevenu^is more than 
STifficient to pay the benefits accruing du^, any surplus moneys 
^e handed over to the National^Debt Commissioners for invest¬ 
ment on behalf of ,the F\m<K Owing to employment being 




178 GOVERNIC^^ POLICY 

exceptionally good immediately 1>efore and during: the *war« the 
Fund accumulated a considerable surplus, which amounted, in 
>Tovember xgao, when the Act that year was passed, to about 
£ 20 , 000 . 000 . 

Xhe benefits j^rescribed in the Act of zgao, which were after- 
ware^ tempK^rarily varied, ar 4 155. a week for men and Z2s. a 
weel^H^r women, with half^rate for boys and girls. Senefit 
was provided to be payable after the first three days of irnern-*. 
ployn^nta^fterwards permanently increased to six the 

Unemployment Insurance (No. 2) Act, 192Z, which constitute 
a “ waiting j>eriod," and for a maximum of twenty-six weeks 
in any “ insurance year>’ It was fifteen weeks in the Act of 
Z920, but this was increased to twenty-six by the Unemploy¬ 
ment Insurance Act, 1921. Xhe amount of benefit must not in 
any event exceed the proportion of one week’s benefit for every 
six contributions paid, i.e. one day of benefit for each contri¬ 
bution. This limit is in certain cases temporarily stispendsd by 
the Unemployment Insurance Act, X92X. 

The conditions for the receipt of benefit are that a prescribed 
number of contributions have been paid, viz. a minimum of 
twelve under the Act of I92d—in certain cases temporarily 
relaxed by the Unemployment Insurance Act, Z92X ; that 
applications^ for benefit have been made in the prescribed 
manner ; that the contributor proves that since his application 
he has been continuou^y unemployed, capable of, and 
available for, work, but unable to obtain sifitable employment, 
and that he has not exhausted his right to benefit. The 
workman is disqualified ^ from benefit if his unemplo3mieht is 
caused by a stoppage of work due to a trade dispute at his place 
of emplojmient, or if he has lost his employment through mis¬ 
conduct or by voluntary resignation without just cause. Nor 
is ben^^t payable while the workman is an inmate of a prison 
or a'Svorkhouse or any other institution supported out of public 
fimds, nor whilst he is resident outside the United ICingdom. 
Should he be in receipt of sickness or disablement benefit tinder 
the Health Insurance Acts or of an old age p^sion, he can claim 
no benefit. ^ ^ mm ^ » 

Once an insured worker becomes unemployed.^the esnployer 
’ mtist setum to him his unemployment book, which he must 
lodge at the Employment Exchai^e, where he may claim 
ben^t. When a claim'is made, an inquiry is addressed by the 
Exchange to^the la^t toiployer of the workman as stat^ by 

* ’Th.9 propriety of tliia disquajificatioa has been referred by the 
Minister of X.abonr to a Committee for consideration and rep<Kt. 
(See Z.€tbour GiuntUe, July 1922, p. 287.) 
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him on ih<6 clnixn form, in order to ascertain whether the con¬ 
ditions for the receipt of benefit are satisfied, and whether any of 
the disqualifications apply, r>«ring the cxjxrency of his claim, 
^an unemployed insured worker must attend at the Kxchange 
as evidence that he is unemployed. There he siglis a declaration 
during the normal working hourstof his trade that he is unem¬ 
ployed and nnable to obtain suitable employment. In Q^^mal 
.Jthnes. the frequency with which unemployed insured workers 
hav^'hJ attend for this purpose is as follows : If tke porker 
lives within two miles of the nearest Hxchange, he*»^ required 
to attend daily; if he lives between two and four miles from 
the Exchange, he attends every other day ; between four and 
six miles, he attends once a week, and furnishes a declaration 
signed by two persons that he is unemployed ; if he lives more 
than six miles from the nearest Exchange, he is not required 
to attend there personally for the purpose of giving evidence of 
unemployment, but may forward a certificate signed by two 
p>ersons as to the continuance of his unemployment. Claims 
for benefit are adjudicated upon, in the first instance, by officers 
appK>inted under the Act known as insurance officers, 
manager of the Exchange acts Ss an insurance officer and 
authorises payment of obviously valid claims. Those as to 
which doubt arises are sent to the Chief Insuran<?fe Officer in 
Lx>ndon for adjudication. If the insurance officer's decision is 
unfavourable to the claimant, the lafter has a right of appeal 
to a Court of Refer<!fes, consisting of an independent chairman, 
a representative of employers and a representative of the con¬ 
tributors. JThe chairman and the panels are appointed by the 
Minister of Labour. Either the insurance officer, or the Trade 
Union to which the claimant belongs, or the claimant himself, if 
leave is given to him by the Court, has a further right of ap¬ 
peal from the recommendation of the Court of Referees J:o^an 
umpire appointed by the Crown, whose decision is final and 
conclusive. 

Wmie all claims to benefit have, in the first instance, to be 

made at an Employrpent Exchange-where benefit is in general 

^psdd—power is gi\iei^^'the Minister ux^der Section xy of the Act 
of 1920 to enfer into ^Trrangeiuents with associations of con¬ 
tributors (practically all Trade-Unions) under which members 
of such associations may psove their unemployment and receive 
their benefit through the machinery of tfie association. Before 
such an arrangement can be made, iRe Minister has to be 
satisfied that the rules of the association {Provide lor payment 
out of its own funds of unemployment benefit to its members, 
and that the association has in Operation a system for obtaining 
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notification of opportimities oi employment and of pb^ang^ its 
members in employment. State ben^t pai^ out by associ* 
ations under tl^ arrangement: is subsequCTitly repa^ to the 
association from the Unemployment Fund. Xhe associations 
are further ent&tlcd to a grant-in-aid of their administrative 
eacpenses not exceeding is. for every week of State ben^it paid 
to tlHi^ members under the* arrangement. Shortly before the 
decline in trade, which began in the autumn of 1920, arrange;^ 
ment^ wees completed or were in course of completion<«mder 
Section 17 “With nearly 200 associations having a membership 
of nearly 4,000,000 persons. Owing, however, to the increase 
of industrial depression ^nd«the consequent strain on the finan¬ 
cial resotirces of the associations, a number of these arrange¬ 
ments were either terminated or not completed. Xhe number 
of arrangements in operation on July 31, 1922, was 145, covering 
a membership of rather more than 1,000,000. 

A new and important provision of the Act of 1920 was the 
right given to industries to contract out of the State scheme 
and institute special schemes of compiilsory insurance for their 
own workers. Before a special scheme can be approved it has 
to*t>e submitted by a Joint Industrial Council or an association 
fully representative of the majority of employers and employed 
in the indus't.ry. The Minister has to be satisfied that insurance 
against unemployment in the industry can be more satis¬ 
factorily provided by a special scheme than \mder the general 
scheme of the Act. The special scheme ‘must cover ab the 
employed persons in the industry, and the benefits must be 
not less favourable on the whole tlian the benefits provided by 
the Act. The industries which might naturally be disposed 
to contract out of the general scheme are those in which rmem- 
plo3^ent is less than the average rate of unemployment in aU 
the^ industries included in the general scheme. In other words, 
only mose industries might be expected to contract out which 
coxild, by reason of their lower rate of unemplojnneiit, provide 
greater benefits for the same rate of contribution as undfer the 
general scheme, or the same or a slightly better rate of benefit 
for a lower contribution. As against \<ijius^^the rate of State 
contribution payable to a specif scheifie xs ledhced to a sum 
not exceeding three-tenths of the contribution which would 
otherwise be p^id by the State in respect of contributions from 
the industry if the exiiployers and employed persons in the 
industry remained "in -the general scheme. Only one special 
scheme has.*so far. been apjTroVed, viz. that for the Insurance 
business, which covers at:^ut 80,000 persons. In view of 
the temporary emergency provisions made in the Unemploy- 



SrCKR x8t 

ment Ixxstmcno^ Act, xgsti, and the Unempio3ment Intsuraxice 
(No- a) Act, xgsx, to meet the abnormal amoimt of unemploy¬ 
ment, it became necessary to susprad the right of additional 
industries to contract out until the TJnemjfloyment Fund 
again g.tt£dns a position of solvency. 

A featurepf the State scheme which is op>en to criticism's the 
r ight of insured persons to receive a refund in respect «Jf their 
^*^ontsibntions. Xhis provision follows generally the lines of 
Section 95 of the Act of 2911. The refund made is iitSe esftess of 
the employed person's share of the contributions paid in respect 
of him, less any benefit he has received^ Refunds are not pay¬ 
able unless the employed person has reached the age of 60 and 
has paid in the aggregate a specified number of contributions. 

Emergency Provisions 

0\^ing to the acute industrial depression, it has been neces¬ 
sary to add to the permanent scheme a number of temporary 
provisions. It was realized, when the Act of 1920 was being 
framed, that special provision was required to meet unemploy¬ 
ment occurring immediately after the passing of the Act 
among^st persons who were being brought into compulsory 
insurance for the first time. Accordingly, Secti^m 44 of the 
Act of XQfo provided that, for twelve months after the com¬ 
mencement of the Act, i.c. up to November 8, 1921. eight weeks' 
benefit might be drawn if four contributions hud been paid. 
Between the passing of the Act on August 9, 1920, and its 
commencement on November 8, 1920, the industrial situation 
materially ^worsened, and when the Act came into operation 
considerable numbers of workpeople were unemployed who had 
not paid even four contributions. The Unemployment Insur¬ 
ance (Temporary Provisions Amendment) Act, X920. was 
accordingly passed in I>eccmbcr 1920. providing tha^ i^ an 
unemployed person could show that, although no contributions 
had been paid in respect of him under the Acts, yet he had in 
fact been employed in an insurable occupation in each of ten 
^y'oeks since De cepflbe r 31, 1919, or of four weeks since July 4, 
*1920, Aiat WAuliJS WllSkt as equivalent to payment of four con¬ 
tributions tmder Section 44 oCthe Act of 1920, and eight^weeks' 
benefit might be paid to him. 

Temporary Act of March,.X92x 

Unemployment continued te grow, and early m 192X it was 
apparent that many persons, v'ho would normally have paid 
contributions and so qualified for benefits under the Act of 
X920. M^sre disqualified because, owing to the exceptional Indus- 
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trial position, they had not been in a position to pay contribu¬ 
tions. ‘The IJnemplo3rmeiit Insurance Act, 1951, was therefore 
passed in March, ipaz, which came into force immediately, and 
made sx>ecial provision for the payment of \memplo3ntnent' 
benefit to persons who were not qualified for benefit b;ig reason 
of n^t having paid contributions. Under the Act of March, 
Z92X, it was provided that during each of two sp>ecial periods, 
the first from March 3, 1921, to November 2, zgaz, the ggpontt* 
from No^^snber 3, 1921, to July 2, 1922, unemployed persons 
might draw up to a maximum of sixteen weefe* benefit pro¬ 
vided they showed : 

(1) That they had been 'employed in each of not less than 

twenty weeks since December 31, Z9X9 (ten weeks for 

ex-members of H.M. Forces). 

(2) That they were normally employed in an insurable 

occupation. 

(3) that they were genuinely seeking whole-time employ¬ 

ment but unable to obtain it. 

The decision whether applicants for benefit satisfy the special 
conditions prescribed by the Ai::tof March, 1921, rests with the 
Minister, but was given the power to refer questions relating to 
compliance ftWith the requirements to the bocal Employment 
Committees. This power has been freely exercised, and in 
practice the recommendations of the Committees in regard to 
cases submitted to them for consideration .U’c usually accepted 
by the Minister. 

The Act of March, Z921, increased the rates of benefit to 20s. 
a week for men and i6s. a week for women, with half-rates for 
boys and girls. Arrangements were also made for an increase 
in the rates of contributions as from the beginning of the next 
ensuing insurance year, viz. July 4, 1921, but these were 
again increased by a subsequent Act. Notwithstanding the 
special provision of benefit made by the Act of March, X92Z, 
large numbers of x>ersons who remained unemployed and had 
exhausted their rights to benefit in July I92Z. It was, therefore, 
decided to introduce fresh legislation, makii^ further provision 
for this class of case. 


Temporary Act'of July, 1921 

The solvency of the Unemploymeiit Fund had been imptaired 
bythe Act of March, X92X, and at the same time distress from 
unemplo5rment was increasing. . The Unemployment Insurance 
(No. a) Act was, therefore, passed on July i, Z92X, which gave 
power to the Minister to extend Jhe maximum period of benefit 
which miglit be drawn in each of the two special periods pre- 
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scari 1 >e(l toy ttoe Act of March. Z92X. by six weeTcs, malcin^ the 
maximiam peri<*i of benefit twenty-two weeks, instead of sixteen. 
A great ntimtoer of six-week extensions were granted, dating 
• from February 22,1922. which expired on April g, 1922. At the 
same time the rates of ben^t were temporarily reduced to 
15s. a Veek for men and 12s. a ■w%gk for women, with hal^-rates 
for boys arfd girls as long as the “ deficiency period ” lasts, 
•ri. e. ^^ ct. 16) until the Treasury certifies that the Unemployment 
Fund" is solvent ; and the waiting period of three^ays»in the 
Act of 1920 was permanently raised to a week as \mder the 
original Act of 191X. The contributions payable from July 4, 
X92Z, were increased under the Act of July, 192X, to the follow¬ 
ing amounts : 



Employer's 

Erpployee's 

Stste 

Contribution. 

Men. 

sa . 


3 id . 

^Vomen. ' 


<yd. 

Bid . 

Boys. 


3M- ! 

ltd . ^ 

Girls. 

3%^- 

3^- 



These rates of contributions wfire payable until^uly i, 1923. 
or the exjJlration of the deficiency period, whichever is the later, 
after which the rates prescribed in the Act of X920 were restored. 

It has to be borne in mind that the provisions made by the 
Unemployment Insurance Acts of December, X920, March, X92:i, 
and July, 1921, are temporary only, and not part of the normal 
State scheme. The Act of March, 1921, authorizes the Treasury 
to advance moneys to the Unemployment Fund up to ten 
million pounds ; this was increased to twentj^ million pounds 
by the Act of July, X92X. It has been necessary for the Treasury 
to xftakc advances to enable the Fund to pay the benefits : the 
amotmt owing by the Fund to the Treasury on December 31, 
X92r* was approximately eight million pounds. 

Temporary Pcn^^i siiDn for Dependents* Act of November, 

As part of the. temporary emergency programme ‘of the” 
Government to alleviate the abnormal»unemployment existing 
in the autumn of X92X, the Unemploy^ >yorkers’ Dependents 
(Temporary Provision) Act, X92X, was p^sed on«November 9, 
which made provision for the payment of allowances to the 
wives and dependent children 9/^unemployed workers who were 
in receipt of benefit under the Unemplo3nnent Insurance Acts. 
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This provision^, as made by this Act, was for at pez 4 od. of ai^ 
moziths only—to €«d on May 7 * 1933. The dependents Act 
provided that persons who were liable to be instired under the 
Unemployment I Insurance Acts and their employers should, 
for a period of six months from November 7, Z9ex (which period 
might be extended in the eveht of any d^ciency occuxfmg in 
the I^und) pay additional contributions for the'ptupose of 
creating a Fund separate and distinct from the Unemplo ymep t* 
Fund,«out «f which allowances for dependents would be'l^ud. 
To the contributions of employer and employed, the State made 
an addition. 


j Employer’s j 

Er^^oyee's j 

1 state 

1 Contribution. 

Men. i 

Women \ i 

2d. 


Hoys t . 1 id. 

Cirls ) 

id. 

2d. 

! 


Grants were made at the rate of 5s. per week for a wife and 
IS. a week ^or each dependent child. 


Temporary Act of April, xpaa 
Yet still further emergency legislation ^as been necessary 
to meet the continuance of unemplo5rment. On March 13, 
1922, there were in Great Britain 1,690,000 insured persons 
registered as wholly unemployed and 225,000 as onsshort-time. 
Of these, large numbers began to run out of benefit on April 
5, the date at which expired the six weeks’ extexxsion of 
benefit under the Act of July, 1921, each subsequent week 
addingito this number. On July 2. 1922, the whole of the emer¬ 
gency or “ uncovenanted ” benefit provided by the Temporary 
Act of March, 1921, would have wholly expired. In addition, 
on May 9, 1922. the Unemployed Workers’ Dependents tem¬ 
porary Provision) Act, 1921, came to an ei>«ik T^e Government 
accordingly passed the \Inemployment/£ir-"^ai\pe Act^ 192^- 
which came into operation on April 6, 1922. "The effect of its 
complfbated provisions can be shortly stunmarized. It ter¬ 
minated the second special period Under the Act of March, 
1921, at April 5. 1922. instead of July 2, 1922. as by that Act 
provided. 1^ then prescribed .a third specif period and a 
fourth special period, the third from April 6, 1922, to Novemb^ 
X, X922, the fourth from November 2, 1922, to July I, X923. 
Diiring the third special period, insured j>ersons no longer 
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eatitlfid t& ixn^er tibo p^manezit insurandfc scheme will 

be allowed to rec^ve " uncovenanted'* benefit for an ag^re> 
gate of fifteen weeks, increased to twenty-two weeks by the 
•Unemployment Insurance (No. 2) Act, X922 —^passed July 20, 
X922. As this fifteen weeks' benefit had to cover thirty 
caJendsS: weeks, it was divided • up into three periods of 
benefit with*a gap between each “of five weeks, reduced to 
OB^^^week by the Act of July 20, X922. During the fourth 
speciSl period, twelve weeks' benefit will be paid* with tw'o 

g ossible further extensions of five weeks each. The insurance 
enefit remains, under the Act of April, 1922, at the same level 
as before, namely 15s. per week for the men and 125. for the 
women, wnth the additional benefit provided by the Depend¬ 
ents' Act of November, 192Z, 5s. per week for the wife, and 
IS. per week for each child. The rates of contributions by 
employed persons, employers and the State are the totals of 
the contributions under the Act of July, 1921. and the Depend¬ 
ents' Act of November, 1921, and are, therefore, as follows : 


l^en 

Women . • . 
Boys under 18 
Girls . 


>yer’« 

re. 


Z-odT 

Sd. 


5 d- 


4 


Emptoyee’s j State ^ 

Snare. ' Contribution. 


od. 

7d. 

4 ^ 


r>id. 

3ia. 


Tliese wiH be the contributions until llic* end of the deficiency 
period as defined in Section 16 of the Act of July, 1921. 

From June 1921, to March 1922, the Unemployment Insur¬ 
ance Scheme was continuously carrying an aver&ge of million 
persons, and 53i million pounds of benefit were distributed i the 
Govemmant's estimate is 1% million persons w’holly unemployed 
from April 19J2, to June 1923. These figures will involve the 
payment of sixty million sterling in benefit for those fifteen 
months ; of this amount the State will ultimately contribute 
• Dne-qvOtrter uf ^Jjg^.->yhole as agaipst onc-fiftl^ under the 
permanent sememe of the Act* of 1920, and the liability of t he 
State will continue^ at the hifeher figure until the end»of tllii'* 
emergezfby 4>eriod. For the financial.year 1922—23. the esti¬ 
mates provided for £12,196,130 as the Site’s contribution to the 
Insurance Fund and £551,760 ^o the Depejidents' f^und, making 
a total of £12,747,890. In April fourteen millions of the twenty 
million borrowing 3X>wers conf^ired on the Minister of Labour 
tl^ Act of July, Z92Z, w^re*exhausted, and it was estimated 
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that the wnofle twenty millions would t>e exhausted hy July 1922. 
The Act of April, X922, therefore increased tl:« Isorrowing: powers 
of the Minister from twenty millions to thirty millions sterling' 

l^e Bfiictency of the State Scheme 
This was investigated hy the Committee pn National 
expenditure (sas First Report I^arltafneniary JPa^er, Z922, Cmd. 
158Z, p. X44). They recommended, and properly so, tlwwir^llie 
question should be carefully explored of placing unemplo3anent 
insurance on the basis of insurance by industry- They also 
urged an investigation |3y a^committee of experts of the admin¬ 
istration of the State scherne with a view to its improvement. 
Very considerable simplification and improvement would 
appear to be possible judging from the report of Sir Alfred 
"Watson, the distinguished Government Actuary. The cost to 
the taxpayer of Unemployment Insurance and Employment 
Exchanges since 1912—Z3 is stated in the Report of the Com¬ 
mittee on National Expenditure to be as follows : 



Administra¬ 
tive Cost 
(gross). 

Appropria¬ 
tion from 
Unemploy¬ 
ment rund. 

Net Charge 
to Exchequer 

of Adminis¬ 
tration. 

Govemmeo t 
Contribution 

*rota] 

Charge to 
Votea. 


£ 

£ 

£ 

£ 

£ 

1912/13 

640.000 

131,000 

489,000 

378,000 

867,000 

1913/14 

769.000 

246,000 

•sa-^.ooo 

t'>02 ,000 

z .125.000 

‘1914/15 

764.000 

227,000 

537.000 

546,000 

1,083,000 


8^4,000 

231,000 

60 3,000 

538.000. 

1,141,000 

101O/17 

905,000 

^20.00<> 

576,000 

746,000 

J ,323,000 

1917/18 

I, X 68,000 

445.000 

72 .000 

J ,007.000 

1,730,000 

1918/19 

1,950,000 

455.000 

I .ao*i.ooo 

994,000 

2,489,000 

1919/20 

^.6i 't.ooo 

459.000 

3.1 54.000 

912,000 

4.066,000 

X9_2o/'?I 

4.593.000 

1.115,000 

3,478,000 

2,200,000 

5,678,000 

19%! /22 

6.039.000 

^ .2^0.000 

2.780.000 

6,720,000 

<1:000 

1922/23 

5,020,000 

4,1 50.000 

S70.000 

8,231,000 

9,xox,ooo 


The above figures do not include the cc^t of the Un^nployed 
Workers' E>f»pendents Act, which is fms^.,sij!>Jjj.n^ependently <Jf^- 
the Unemployment Fund and which imposes on the Vote 
•ctiarges of ;f2,z92,ooo in xgai/iSz and £^0,000 in Z922/23. 

In my judgment, one^hing is certain ? if the National Unesm- 
ployment Scheme had ,pot been administered, as it has besen, 
by the Ministry of H-abour thropgh the past and present dark 
days of depression, tiiere would have b^n a serious upheaval 
in this country. The very fafct that a worker could go and 
discuss his position with a sjnnpathetic official of the labour 
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Rxclianges helped to soothe his feelings of reseifcment against 
his imhappy lo^. The receipt pi benefit over the counter of a 
State institution encouraged him to believe that the State took 
an interest in the welfare of himself and Ifis dependents. 
Whetfif-r, therefore, iinemployment insurance by industries 
as a whole ^or each industry sef>axately may or may not be 
arranged in the future, it woiild be exceedingly ungrateful of 
f^a^Rpople in this country to overlook the national work that 
has been performed by the Ministry of Labour and the officials of 
the Emplo5nnent Exchanges under most difficult circumstances. 


at. CONSTRUCTION OF WORKS OF PUBLIC UTILITY 
Unemployment Grants Committee 
In December Z920, the Government decided financially to 
assist local authorities to enable them to put in hand worl^ of 
public utility in order to relieve unemployment, and appointed 
the Unemployment Grants Committee, under Lord St. Davids 
as Chairman, to receive applications for grants, examine schez^^as 
and allocate funds. 


The Schemes of 1920 

The Committee was instructed to observe, amongst others, 
these general prin'^ples : 

I. "NVorks were to be approved only in cases where the M^- 
istrjtof Labour certified that serious unemployment, not other- 
wis>e provided for, existed in the area administered by the 
local authority undertaking the work. 

3. The works were to be such as would be approved by 
the appropriate Government Department as suitable works 
of i^blic utility. • ♦ 

3. The grant was not in any case to exceed 30 per cent, of 
the Images bill of additional men taken on for the work. 

4. Preference in employment was to be given to unemployed 
ex-Service fiien. 

The^iower^ofiSK^* \k>mmittee were^ubscquentl^ extended as 
follows: • 

(i) The grants could be increased from 30 per cent, to*60 per 
cent, of the wages bill- * • 

(if) The Committee w^ authorized 4 o assist, in addition to 
local authorities, (a) public bodies ”•—being* any board, 
commission, rating authority pr trustees, or other body or 
X>ersons who manage or undertake works in pursuance of 
statutory jpowers,^ not being a body trading for profit, and 
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(fr) through t|ie local authority--~bohr^ ijif clietr^: 

committee and voluntary agencies. 

A sum of £2^000,000 was placed at the Committee's disposal 
for the financial year 1921-22, and a further sum of £630,000 
for 1922—23. All thfe mone;^ has been allocated, though not 
spent (see Table p. 189), and h^s provided, or is proyiding, direct 
employment for approximately 110,000 men for varying periods. 
Nearty as many more are indirectly employed in the proptiy- 
a.tion*of materials for use on the approved works in factories, 
workshops, quarries, etc. Almost 3,000 applications from local 
authorities have been considered in detail, of which over 2,000 
have been granted, 't'he ‘total capital cost of the works so 
financially assisted is estimated at approximately £9,000,000. 

The £xtende<l Scheme of 1921 
In September 1921, the Government directed the Unemploy¬ 
ment Grants Committee to undertake the administration of a 
further scheme for the relief of unemployment through local 
authorities. The new scheme provided for giving to local 
^ihthorities, who put in hand* works of public utility for the 
relief of unemployment, financial assistance on the following 
basis : , 

{a) In the case 0/ revenue-producing leiorks : Grants, equivalent 
to 50 per cent, of the interest for five years on loans raised for 
a period of not less than 10 years in order :to meet expenditure 
on approved schemes. 

(6) In the case of non-revenue-producing -works : Grants equal 
to 63 per cent, of the interest and sinking fund charges on loans, 
raised to meet expenditure on approved schemes for a period of 
half the term of,.the loan, subject to a maximum period of fifteen 
years* grant. Both classes of grants were conditional on the 
work being commenced before January i, Z922, and completed 
before March 31, 1923. The commencing date.was, however, 
subsequently extended. A provisional limit of £10,000,oco was 
originally fixed as the total capital value of the approved works 
to which these two grants were to be api^’fjA. Local authori¬ 
ties. however, took up the Government with so much 

.enthusiasm, and tlie work of examining and approving the 
schemes was accomplished so expeditiously, that by the end of 
Z92Z schemes to the capital value of hearly £xo,ooo,ooo had 
been approved, andL many others were under consideration. 

The f^vesnment accordingly* decided, in December Z92Z, to 
increase from £zo.ooo.ooo to £z3,ooo,ooo the capital value of 
the works which might be approved for these grants ; and on 
the further development of the work, in January Z922, again 



extended, tl^ Ileait from j^X3,ooo.ooo tip to £x 8 ,oooS>oo. Works 
\xp to tiie Mmit ase ^certain to i>e approved. XJy to May 3X» 
x^2, tke capital value of tKe works approved was : 

SlevenxM»‘pro«iiicing works . . . . > ]C 4 > 587 >oo 5 

• l^on-revenue-prdducing -works . . . . ' 12.655.358 

(For cBetails, ses Table p. ZQo) Total . ;£x7.242.363 


^Th e amount of direct employment which it is estimated will 
begl-<^en hy these works is 629,113 men-months. Tlie araount 
of employment indirectly given in the preparation of 
materials will probably amount to as much more. Xhe cost 
to the Exchequer of the national financial assistance afforded 
to these works must necessarily at the present time be som^ 
what of an estimate, as the loans raised by the assisted authori¬ 
ties are for varying periods, with the result that the grants 
vary from periods of tw'o-and-a-half up to fifteen years. The 
burd«i to the State is a diminishing one, and is spread over a 
period of fifteen years, but tlic total amount of the burden so 
distributed will probably amount to about £8,700.000. 

The work done by the Unemployment Grants Commitl^g, 
has been of an extraordinarily difficult and complicated char¬ 
acter and most capably directed. It has been no easy task to 
exercise a wise and statesmanlike discretion, amid tlie welter of 
proposals, the pressure for financial assistance and the stringent 
limitation on the latter. So far as if is possible to administer 
relief works on a sorJhd basis the Committee has achieved it. 


ANi^Ysis OF Approved Schemes Assisted on the Basis 
cjt 60 PER CENT. OF THE WAGES COST. 

Z 7 fi to May 31. 1922. 

Amoifilt. 


Nature of ScEenxe. 


Roads .. 

T»aa-ks^ recreation grounds, cemeteries . 
Gas. water, sewerage and sewage disix->.sal . 

Tramways . • • . 

^^Painting .•' 

X>ocks, barbouxir, ^CRiys •. - ^ . 

I.and reclamation.• • 

Elec tri city. 

Miscellaneous . . . v 


■ £ 

; ,002,284 
<■>23,604 
474.650 
201.721 
200,053, 

92.235 
57.303 
48 .<^75 

90,0^3 


jf 2 . 700 , 6 i®* 


Percentage. 


36.0 

22-3 

17.0 

7-2 

7.2 

3 -r 


100% 


* T 1 m» total false of tlie •ffect-ive aUooatieos is £3,630,000 
mately £x6o,6xS -will not ultimately be payable. 


>, inasmueb as approai* 
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3. EXPBDZTED ROAX» SCHEMBS 
To meet the extension of unemployment, in tfie autiimn of 
X920, the Ciovernment created a sp>ecial ftmd for expediting the 
bonstruction of new arterial roads and the improvement of 
existing roads of importance.^ The fimd amoxmted to 
£10,400,000, 4ponsisting of : (i) £4,009,000 to be contributed from 
the Road Fund (established under Sections 2 and 3 of the 
Act, 1920, from the proceeds of the duties on mechani¬ 
cally propelled vehicles and horse-drawn carriages and drivers' 
licences, less £600,000 payable to Local Taxation Accovmt) ; 
(2) £1,200,000 to be contributed by the Treasury, and (3) 
£5,200,000 in loans from the Treasury to local authorities. 
The scheme provided for a grant from this fund to local author¬ 
ities who expedited road works approved by the Ministry of 
Transport, of one-half of the cost, and if the local authorities 
were Qot able to find the other half, for a loan for that amount 
repayable within five years, at Treasury rate of interest. A 
conation was that one-half of the cost of the work should be 
labour cost ; if the latter fell below onc-half, the grant would be 
proportionately reduced. In addition the Government pass ^3 
the Unemployment (Relief Works) Act. 1920, on December 
3, X920, which by the Expiring I^iws Continuance Act, Z921, 
is continued in force till December 31, 1922. This Act expedites 
and simplines the procedure for compulsorily acquiring and 
entering into posse-'»<iion of land for works of public utility 
intended to mitigate unemployment. . 

* • The 1920-21 Programme 


On March 31. 1921. the commitments on this special fund, 
in respect of road works commenced to relieve unemployment, 
were as follows : 


- 

No. of 
Schemes. 

Grant. 


rotal. 

Metropolitan iCrea . 

r^emainder of England *' 
'Wales and. Scotiana 

23 

* 130 • 

1 

1 .200,000 

• 

I ,762.000 

€ 

623,000 

• 

1,255.000 

. 1 

C 

1,823.000 

3,01 7,000 

;^ 4 . 84 o,ooo 


A description of the schemed will be found in t^e “ Report 
on the Road Fund for 1920—21?" PurliatM-ntary I*ap*r, Z92X, 
Cmd. 245. • 
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The X9az-M Programme 
The coxitij|uance of imempl^yment necessitated stall further 
efforts, and in the autxunn or 192X the Government, with the 
assistance of %he Ministry of Transport, again took action. It 
was decided to allocate a further sum of ^£2,000,000 from the 
Road Fund for road works *in areas in whic^ the Ministry of 
Xaihour certified that seri&us imemployment eT^ted, for the 
relief of which no other provision was available. This si^p>"Of 
£a,ooo,ooo was allocated as follows : 

(z) ;^i,ooo.ooo to special road schemes estimated to cost 
£2,250,000 in Hssex and Kent to be carried out by unemployed 
labour resident within "the 'County of London, the Govemm^it 
undertaking to provide the difference between the cost of the 
works £2,250,000 and the £1,000,000 contributed by the Road 
Fund, viz., £1,250,000 less such contributions as could be 
obtained from the local authorities in whose districts the roads 
were situated. 

(2) £1,000,000 to road works in the provinces oth«r than 
the schemes referred to under (z). 

. The allocations for the unemployment road programmes of 
1920—21, and the above for 1921—22 overlapped ; a readjustment 
was necessary. The present readjusted allocations are now as 
follows : 



X920—21 Frogratt^ttxe. £ 

(t) Zx>nclon (Arterial Itoads) x.139.364 

(2) fi£etroptolilaii Area . . 96,437 " 

(3) Provinces.2,260,093 

(4) Iteserve.489,106 

- I ;^3.o65,ooo Poad Fund. 

£3,985,000 -I £920,000 Exchequer 
-( Contribution. 

(Xhe £92* ,000 Excli.cq\ier contribution represents tbe autborized 
total of commitments aRainst the £1.200.000 provided in Sub-head 
S. of the Foad Orants (Unemployment Relief) Vote. K92T—22 ; 
the balance viz.. £280,000. liu.s l^ccn surrendered.) 

X92X—22 l^rogramtne. 

(z> Special Xx^ndon Schemes : (a) Road Fund £1,000.006 

(6) Minl'itry of «ealth (U.R.) 

VO1.2 ^1,250,000, 4^88 locfid 
autlterljica' contributioaB. 

(2) Other Schemes (Road Fupd) .... £1.935.000 

to Local ^•uthorilies **ru 2 er Sub-head ^ 4 . of Road Grant s 
Un^tnploymcnt Relief-Vote. 


(X) In respect of tbe schemes ta.dcr the X920—2X 
prograinme, a& above, up to a total of . . 

(2) in respect of schemes tb be transferred from 
the 1920—2T programme tq the X92Z—22 p r o gramme 
up to a total of . . ^ , 
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The total commitments, therefore, in respect roadl works 
to r^eve unem^oyment are 310,557,671, 1^5 t« local author* 
ities' contributions under 2 (i) (6) above. / 

By the end of February 1922, the funds had oeen fully allo¬ 
cated %p particular schemes, altlmugh in a few cases the details 
had not b^n completely settledTijor the grants finally made. 

^ The Special Metropolitan Schemes 

Following the practice of 1920—2X, a separate allocatic^ was 
made in 1921—22 for dealing with unemployment in the Metro¬ 
politan Folice Area. The distress in that area is relatively so 
serious that special steps had to be* tak^n to cope with it. The 
conclusion, without doubt rightly come to by the Ministry of 
Transport, was that it was better to carry out schemes in Fssex 
and Kent on which a large number of men could be employed 
than road works in the built-up metropolitan area on which 
only^ small number could be usefully engaged. The lalveur 
engaged on these works is obtained through the l..abour 
Exchanges in Eondon. 

The special London Schemes are as follows : 

(t) Widening and improvement of the London—Tilbury Road, including 
new by-passes at Rainham ^nd Rurfleet. • 

(at) Construction of new road 21 miles in length from Tilbury to South- 
end ^n continxiation of the Great^ London “ Rastern Avenue '* 
already in progress. 

(3) Widening and improvement of existing trunk roads in M'ortb Kent : 

(a) Erith—Dartford Road. • 

^ (6) London—Folkestone Road. 

•(c) London—Dover Road. 

« (ti) Watling Street (Dartford—Strood). 

The Provincial Schemes • 

In the provinces so large a number of schemes have beeib put 
in hand tjiat only a few typical cases can be mentioned. 
Walla.sey is widening her principal exit to the Wirral area and Sirken- 
head. 

Middlesex County Coun^l is undertaking the widening to <So feet 
of King^ury RedB. which connects Kingsbury,^ Hendon and 
HaAow. • • 

I-arnranhit- ff. County Council is coi1¥:tructing a new road so that through^, 
traffic between Preston and Liverpool may “ by-pass " OrAslElrK. 
They are also improving ^hc road from Liverpool to Prescot, parts 
of the existing road beir^ widened, and the line and width of the 
remainder being improved by new coifHtruction. 

Glasgow has widened an existing read and constructed tSFO sections of 
new road, thus affording a connection between her principal 
south-western exits, and has alSo widened the road to the south¬ 
east. In addition, a commencement is now being made upon, 
the widening to ,80 feet of the road to Milngavie and Paisley. 

• I-.P. N* 
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JBcdton *»«■« taSen in tlie widening to 6o ieet oi Wigan Road. 

Co ventr y is ockstmcting a new road wiiich will opnnect two of her 
north- wcs ft i n eadts, and is widening to 50 feet Barker's Butts I.Ane, 
which wililadford an additional convenient outlet in the same 
direction. 

Korwlch is constructing a section of a ring road round the city, 
including the erection of tllree new bridges. ^ 

Redcar and Bston are constructing a new road 'between Redcar and 
Grangetown, part of a scheme for providing better communication 
between Middlesbrough and Redcar. . 

Rural Hhstrict Council is constructing a new road -Birough the 
X>ulaid 'Valley, which will be a great improvement upon the winding, 
narrow and steep road that has hitherto been the only route through 
this industrial area. , . 

Z^ymouth has widened the main road from r>evonport to the north, 
and another road which will afiord a less congested route from 
Plymouth towards the west. 

Birmingham has in hand several extensive road widenings, forming 
part of her town planning scheme. 

Southport is constructing a section of new road to enable traffic to 
and from Liverpool to avoid an exceedingly narrow portion of the 
existing road. 

Durham County Council is constructing a section of new road from 

-t « Basington towards Hartlepool which will provide a much shorter 
route for East Coast traffic.' 


Conditions Attaching to Grants 

Since the initiation of- the 192X—22 Roads Programme, the 
following conditions have been attache^ to all ^grants made 
from the Road Fund towards the cost of road works started 
with a view to relieving unemployment : 

(«) Unskilled labour to be employed to the fullest extent practicable. 

(b) All unskilled labour for a probationary period of six months to 

receive a rate of wages not in excess of 75 per cent, of the local 
authority’s rate for unskilled labour. 'Xhis requirement of 
^ * a lower rate of wages than the prevailing local rate does not 

apply in cases where the work is carried out by«contract. 
Xbe reduced rate of 75 per cent, does not apply to skilled men, 
employed in their trade, nor to properly qualified navvies. 

In cases where the men are employed for not rt^re than three 
days in the week the reduced rate applicable is*increttsed from 
75 pfer cent, to a maximum of 87(.tper^:^/»t., * 

'The xu'obationary period may include the time during which the 
'* man has been employed ofi Government-assisted works under 

previous schemes. 

The reduced rate (for the probatio^j^ry period) must be calculated 
to the nearest f-u-thing per hour. 

(c) All umkilled labour to be obtained through the Employment 

Exchanges, which give preference to ex-Servioe men, and do 
not submit unskilled men for engagement unless they have 
been regi s t e r e d at em Employment Exchange for at least sev e n 
days. 
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4. POOR I^W RRLT&P 
In tiiis country the traditions^ method of aile-Aatiner distress 
resulti^ from xmesaxploymexxt has been by P6or Law relief 
administered by Hoards of Guardians. Outing 1920 and 1931, 
many persons who were uninsured and faced with destitution, 
and many persons who, though Insured, found the benefit 
in&ufficient for the maintenance of thenaselves and their families, 
came to the Guardians for relief. Xhere were three tirrt^s as 
many people in receipt of out-door relief during the winter of 
1921—22 as there were in 1915, and two and a half times as many 
as in 1910. Xhis has necessitated the ihising of large sums by 
Guardians and heavy increases in the Poor Law element in local 
rates. The administration of out-door relief under circum¬ 
stances such as the present is a matter of the greatest difficulty. 
Guardians are, not unnaturally, disposed on humane grounds 
to gi^fe relief on as generous a scale as possible, which varies 
according to the Guardians’ views and the district. On the 
other hand, this results in heavy charges on ratepayers, and a 
preference in many of the able-bodied recipients for doles instead 
of work, and possibly thereby an aggravation of unemployment. 
The general supervision of the work of the Guardians falls to 
the Ministry of Health, and that l 3 epartment has undoubtedly 
discharged fhat invidious duty with judgment and efficiency. 

Principles Governing Administration of Relief 
By«a circular letter dated December 29, 1920, the Minister 
of Health directed the attention of Guardians to the fact that 
under Articlfe 12 of the Relief Regulation Order. 19x1, they could 
not grant outdoor relief on a wholesale scale, or <^epart from the* 
standard prescribed by that article unless under special circum¬ 
stances—they were, therefore, bound to examine into the ?pdC:ial 
circumstanbes pf each particular case, and report to him 
any departure from the ordinary practice. This was a most 
necessary admonition in view of the amount being distributed 
from State funds in*-the shape of out-of-work donation and 
*I>ensions. Agaiwu'^by Circular 240 dsFted September 8 , X92X, 
the Minister of Health reverfled to this important 
and indicated the rules ^wljich, in his opinion, and that of the 
Association of Poor Law ^nions, shouM. govern the adminis¬ 
tration of relief. The firsi was that as Poor l^w relief should 
be restricted to what was necessary to relieve distress, the 
amoiant thereof should be calcula-ted on a lower scale than 
the earnings of the independent workman maintaining him¬ 
self by his own labour. 1 need hardly stop to criticize the 
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Z^houT coot^idon that the relief sliould be of no less amount 
than the ftilMTrade Union rate of wa^es of the recipient —if 
would be as «moralizing^ to tne recipient as it would be dis- 
astrous to the community. The second rule was that no relief* 
should Toe given without full investigation of the circumstances 
of each applicant, obtaining ftrom the latter a signed statement 
of the total income of the*household from all sources. The 
third rule was that tlie greater proportion of the relief granted 
should be given not in money but in kind, i.e. goods supplied on 
presentation of an order drawn on the Guardians’ own out-relief 
distribution stores or on local tradesmen. Guardians were 
further urged to make,'by way of loan, all relief given to or on 
account of any person over twenty-one, or to his wife or 
any member of his family under sixteen, in cases where there 
was a reasonable prospect of the recipient being able to repay 
within a reasonable period. 

Ascertainment of Applicant’s Income 
A very important scheme for the voluntary registration of 
iftcome from public sources such as pensions, allowances or 
grants from the Ministry of Pensions, or Local War Pensions 
Committees, unemployment benefit under the tJnemplo5rment 
Insurance Acts, dependents’ allowances under the Unemployed 
Workers’ I>ep>endents (Temporary Provision) Act, 1921, and 
from other sources, was put into operation with great 
success in certain local districts under the auspices of the 
l^ational Council of Social Service, which pressed the general 
adoption of the scheme upon the Government. jV somewhat 
analogous scheme was later outlined by the Minister of Health 
Xor districts where such voluntary registration schemes were 
not in operation, which is described in Circular 261 dated 
No'^iKber 23. 1921, and provided that similar information 
should be communicated by the Government departments 
concerned to Boards of Guardians. At the same time, the 
MLinister warmly endorsed tine principle of voluntary ^regis¬ 
tration. Guardians ought, of course, b^ore giving out-door 
relief, to ascertain the ^weekly income of. the members 
of an applicant’s household. 'The only sources of income 
wHicR are not to bo included are the first 5s. receivesd from 
a Friendly Society as sick pay (Outdoor Relief (Friendly 
Societies) Act, 1904) r and the fTist 7s. 6<i. of sickness 

benefit (Ma^onal Insurance Act, 1911, as amended by the 
Rational Health Insurance Act, 1920). On the other hand. 
Section d of the Unemployed \^grkers’ Dependents (Temporary 
Provision) Act, 1921, suspended during the currency of 
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tliat Act (i.e. tip to May lo, xgzs) the pro^sions of the 
Unemplo5mneiit* Insurance 1920, forbiddng Ouardians 

to take account of the first los. of unemployment benefit. 
Section 14 of the Unemployment Insurance Act, 1922, made 
this s^jspension permanent and further enables benefit due 
to any person in respect of any period to be paid to the Guar¬ 
dians, if and so far as they have* given that person out-door 
relief which they would not have given if tlie benefit had been 
punctually paid. • 

Assistance to Guardians to Carry out Works 

In a number of cases the Minister <?f Health has facilitated 
the undertaking by Guardians of works of excavation, road 
improvement and the like for the provision of employment, 
and has allowed a variation of the regulations in force so 
as to enable Guardians undertaking such works to employ 
direct labour \ipon them instead of, as in the ordinary course, 
resorting to a contractor. In this way Guardians are enabled 
to select the labour from the ranks of those already destitute. 
In other cases in wliich Guardians have themselves been unaWlir 
to provide any work, arrangements have been made by the 
Minister of Health by whicli worjes, which could mot ordinarily 
be undertaken under the scheme of the Unemployment Grants 
Committee, are pxit in hand by th« sanitary authorities, the 
labour engaged being supplied l>y the Gtiardians, and, in view 
of the importance of providing work rather than relief, the 
Minister has undertaken to give any sanction necessary to cover 
the contributions made in this ctuint-'ction by the Guardians 
to the santtary authorities executing tlic works, so long as the 
poor-rate does not incur a charg<5 greater than the cost of relief 
which, but for the works, would have had be given. 

Funding of Cost of Relief 

Xl^e cost of relief is normally a charge upon the current rates. 
There have been cases where the unexpected increase in the cost 
of relief resulting ft-orn unemployment upset the estimates of 
annual expen^iJ:ure naade by the Guardians and placed them 
in serious financial difliculti«^ ; and again, others where^this 
annual cost is so heavy as to pljjce an unreasonable immeSiate 
burden upon the ratepayer-s. To me^t these abnormal cases, 
power was given by the iJocal Authorities ^~inancial Provisions) 
Act, Z921, to fund the cost, and for tha^ purpose to authorize 
the raising of temporary loang for a period not exceeding a 
maximum of ten years. Xemiv>rary loans amounting, up to the 
middle of July, 1^22, to £6,204,776 have been sanctioned by 
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tie Jlfinister of Health under this Act, Ihe iisual period allowed 
for repa3m3eis: being: two years^though in several cases as much 
as dve years mas been allowed. 

Help to Poorer Metropolitan Unions 
Poor Law relief in London«is always a matter of exceptional 
difficulty, and there has, sinee 1867, been a Commoh Poor Fund, 
through the agency of which certain Poor Law expenses are 
pooled and charged to the whole of the unions in London. 
During the war, this Fund was placed on a stereot5rped basis, 
but with the rise of prices and with the growth of unemploy¬ 
ment relief, hardship was caused to the poorer unions. An 
emergency arrangement was accordingly made for placing this 
Fund on an unstereotyped basis, much to the advantage of the 
poorer unions. Later, by the Local Authorities (Financial 
Provisions) Act, 1921, certain additional expenses in each 
union, and particularly the cost of out-door relief, so far as 
this was given within a scale and subject to conditions pre¬ 
scribed by the Minister of Health, were added to the expenses 
a union chargeable on London as a whole. By this Act the 
burden of out-door relief in boroughs such as Poplar has been 
very greatlv lightened by being spread over the wealthier 
boroughs lilce Kensington aAd Westminster. The Minister of 
Health, by Statutory Rules and Orders 1922, No. 3; prescribed 
the scale. It is, of cours'e, within the power of Guardians to 
exceed the scale to meet exceptional needs in any particular 
case, but not at the cost of the Common Poor Fund. 

Assistance to Guardians to Raise Loan&> 

In cases where a Poor Law authority is in danger of bein 
brought to a standstill by inability to raise from other sourct- 
loans d^inctioned by the Minister for current expend* Aire, tL 
Minister is empowered himself to advance the necessary money, 
on such terms and conditions as may be recommended by a 
Committee established under the chairmanship of Sir Harry 
Goschen, K.B.E. Up to the middle of March ^1922, it had 
only been necessary to^ place three applica^-’ons before this' 
Committee. 
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CHAPTER OCVIII 

GOVERNMENT POLICY FOR UNEMPLOYME^JiT 

5 . ChiarcLntee ol Ijoaiui—^The Trade Facilities Act, 1921—Policy of 

Advisory Comxnittee—^Difficxilties of tbe Committee—Guarantees 
already Given. ^ ^ 

6. Tbe Export Credits Etobeme—Specific Guarantees or Credits—General 

Guarantees or Credits. 

7 . Otber Uisoellaneons Scbemes—Summary of I<Tational Expenditure* 


S. GUARANTEE OF LOANS 

f I ^HE Trade Facilities Act, 1921, represents the most im- 
M portant of the constructive proposals which resulted from 
the conferences held by the Prime Minister at Gairloch in the 
autumn of 192Z. The general opinion of the experts sxommondd 
to those conferences was that a large amount of new construc¬ 
tional work (extension and electrification of railways, con¬ 
struction of docks, extension 0/ manufacturing works, etc.), 
which woilld normally have taken place during the war, still 
required to be carried out, but that such work was being held 
up by the high costs of manufacture and the high rates which 
had J:o be paid for money. It was felt that although much Uf 

P I ♦V'^s work -^as urgently needed for the proper service of the 
blic handling of trade, the placing of orders might be deferred 
Lefinitely in the hope of a fall in prices, and meanwhile lire 
vemment woxild be compelled to go on paying unemploy- 
nt doles. If, however, chc^ap money could be provi 4 e<^ one 
at least of the main obstacles would be overcome, and this 
might in many cases afford sufficient inducement to commence 
the works immediately. 


« The Trade Facilities Act, 1921 

UndCT’ the 'I'rade Facilities-Act, the Treasury is empowered 
to give a guarantee of principal and/or interest on a loairtfo be 
raised “ by any govemiljejit, any public authority, or any 
corporation or other body of persons,^* the proceeds of which 
loan are " applied towards oj; in connec^on with^the carrying 
out of any capital undertaking or in, or in connection with, 
the purchase of artic les, other than munitions of war, manufac¬ 
ture or produced in the United Kingdom required for the 
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;mrpO$es of any such undertaking', provided that the aggre- 
^te capital anount of the loa^, the principal or interest of 
which is guar^nt^Ml under this srction, shall not exceed the sum 
Df twenty-five^million pounds." A.n Advisory Committee— , 
Sir Robert Kindersley. G.B.E., Sir William Plender, G.B.E., and 
Colonel Schuster, M.C.—was appointed to recommend ‘co the 
Treasury the cases in whk:h, in its opinion, a' guarantee 
should toe given. 

Th^Committee’s power is limited in two ways. In the first 
place it can only recommend a guarantee on a loan (i.e. it cannot 
guarantee an issue of shares). In the stscond place, the Com¬ 
mittee has no power to, recommend a guarantee *' except for 
the purpKise of a capital undertaking "(i.e. it cannot guarantee 
*' working capital "). Many manufacturers in the country have 
orders on hand from foreign purchasers which tliey are unable 
to execute because they cannot finance themselves for the 
period between the date on which the orders are put in hand 
and the date on which payment is received from the foreign 
purchaser. Cases of this sort come under the Export Credits 
_S^h®me, and not under this scheme. The Act empowers the 
"fcommittee to recommend a guarcintce of a loan by a foreign 
Government, municipality or company, even though the articles 
(e.g. steel rafls) manufactured with the proceeds of the guar¬ 
anteed loan were to be erected or used outside this country, 
provided always that the proceeds of the guaranteed loan 
itself were spent on goods manufactured in*^i-he United Kingdom. 
-.The Trade Facilities Act thus enables new works to be under¬ 
taken which would otherwise have been postponed indefinitely. 
This on the one hand provides w'ork directly and indirectly, 
^pd so avoids the demoralizing influence of the dole. On the 
other hand, if the scheme is wisely administered, no liability 
should on the Government, that is to say on the individual 

taxpayers. An assurance as to the wisdom of i 1 ^ admin¬ 
istration was afforded by the composition of the Com¬ 
mittee itself, combined with the pledge given by the Chan- 
c^lor in the House of Commons that the .Government would 
not interfere with the Committee’s discretion. It was there¬ 
by made certain that sound business 'considSrations rather 
thanv^x^litical expediency would be the guide to the Com¬ 
mittee's activities. . 

Folicy of Advisory Committee 
While the greatei part of fhe ^arantees are given to 
companies and undertakings operating in Great Britain, the 
Comxnittee considers that (subject, of course, to the material 
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l>eing boijght in tlxis country) would help to advance g^eneral 
economic restoration if part of the fund were allotted to enter¬ 
prises abroad, e.g. in the extens^n and improvei^nt of foreign 
railways. By that means the foreign country’s productive 
'and purchasing power would be increased and she would 
resum# her place as a suppli^ of the world's necessities 
and as a jnirchaser of the world's—and Great Britain’s— 
manufactured goods. Xhe difficulty, however, of dealing 
with foreign loans is that the countries which chiefly require 
SLSsistance are those suffering from a heavily depreciated 
currency, and accordingly tlie service of a sterling loan would 
place so onerous a burden on them^that it would be more than 
doubtful whether they could bear it and meet their obligations. 
To find adequate security in such cases is, therefore, a great 
difficulty, to wliich there is added the unwillingness of such 
countries to pledge even the inadequate security which it is 
withifi their power to give, and the record of many of these 
countries as regards their past obligations has not been such as 
to inspire confidence. The Committee keeps always before it 
the fact that it is a custodian of the Public Purse, and that 
much more harm than good* would be done by recom¬ 
mending guarantees in cases in which the risks are greater 
than the principles of sound comrr>rrcial prudence Would accept. 

The priivciples on which the Committee acts are these : 

First, that its principal duty is ter assist in the extension of 
sound undertakings jvith proved good management wbich are 
deferring well-thought-out plans of extensions or new worjjg 
owing to tlje difficulty of raising money on reasonable terms 
under pre^nt abnormal conditions. It does not feel that it is 
called upon to recommend a guarantee in cases of a speculative 
nature for which, even in normal times, the promoters woulcl 
have found difficulty in raising money. >Jor does it think that 
it ought to recommend guarantees to relieve undertaki^g9*from 
financial embarrassments incurred througli lack of ordinary 
commercial foresight on the part of those responsible for their 
managemei^. A guiding rule is that the Government’s liability 
should* be as small as possible, and that a good commercial 
security should be dbtained^ in ev 5 ry case. In the second 
place, the Committee, realizing the gravity of the unetjjploy- 
ment problem and the demoralizing effect of the continued 
receipt of doles, prefers Wiose schemas which can be put in 
operation immediately rather than sclTemes which would take 
some considerable time to niature. In* the thi>d place, the 
Committee favours schemes ofapublic utility. These fall into 
two classes. In the first place, there is a public utility under- 
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f airing as ordinarily understooS, i.e. a ooTpeHration working 
under statutory powers and vpt trading for«prc^t. In the 
second place *e the companies, such as railway companies, 
which carry out an indispensable national service, and which. 
in actual practice cannot earn excessive dividends feu- their 
shareholders. The reason fo* this preference has be^ partly 
the direct benefit to the genoraJ community from tSe improved 
facilities for the public thereby rendered possible, and partly 
the filing that the guarantee could more properly be given to 
undertakings in respect of which it was unlikely that Govern¬ 
ment assistance wo^d result in the earning of a large profit for 
private promoters and shareholders. In the fourth place, the 
Committee insists that all contracts must be on the basis of 
competitive prices. It feels that it would be wrong for the 
Government guarantee to be given in any case in which an 
unreasonably high price was going to be paid for the material. 
Not only would such a course be unjust to the taxpayer by 
making the Government responsible for money going, not into 
wages and materials, but in paying high profits to manu¬ 
facturers ; it would be a^inst the best interests of the 
country as a whole, since it would be impeding the return 
to a level of prices on which this country could meet foreign 
competition.' 


Difficulties ■ of the Committee 

The Committee has encountered many difficulties. The most 
isap^ortant of these has been the lengthy negotiations necessary 
in every case. Frequently, the application when submitted is 
not on lines which the Committee feels justified in approving, 
s^pd pwotracted discussions are required to reduce it to a busi- 
ness-hke and acceptable form. The Committee in fact has 
been in, the position practically of an issuing hoiase which had 
to is^e £25.000,000 worth of securities of every possible kind 
and variety in a very short time. Every one with exp>erience 
of this class of business will realise what that means. the 

Committee's power is limited to recomntendmg the guarantee 
of loans, it has fo\md a difficulty in the_ fact that many com¬ 
panies, at the time of making, their application, have not 
possessed the necessary borrowirflg' powers. Meetings of share¬ 
holders and debenture holders have_ frequently been necessary 
in order that these powers might • be sanctioned. In other 
cases, the companies have required Parliamentary approval 
for increase in their loan capital. All of these difficulties 
have taken time to surmount, *but the Committee has always 
instructed applicants to start the^preliminary work of obt ainin g 
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tbeir tenders, etc., as soon as n has decided the hroad on 

which a guazantee could be mven, so that real work can be 
commenced and men employ^ from the very lament that the 
. necessary formalities are completed. 

Guarantees already Given 

Guarantees have been given, in numerous cases. Work 
which otherwise would not have been done has been provided 
in the shipbuilding and repairing business, in the consti^jiction 
and improvement of docks and canals, in the extension of rail¬ 
ways, in the electrification of railwajrs, and in the extension of a 
number of electrical undertakings. .This has facilitated the 
employment of direct labour in a number of places, and in 
addition, orders for the manufactured goods, pimcipally cement 
and iron, have been placed in the manufacturing towns of the 
North and Midlands. To take a concrete instance, a guarantee 
has* been given to the London Underground Railways for 
extensions. This means an immense amount of direct employ¬ 
ment ; it entails the placing of large orders for new locomotives 
and rolling stock. The men for whom employment has been 
found would otherwise have been living on the dole. Not only 
is their moral improved, but their purchasing power is increased, 
and the prosperity of industries* as a whole hasT:>een fostered. 
Further, wew tracts of country will be opened up for the Lon¬ 
doner and an impetus given to fhe construction of houses 
in suburban areas. "This example, which is chosen at random 
from a number of others, shows the beneficial effect for ^e 
corftmunity as a whole, of the guarantees which have been 
given under the Trade Facilities Act. 

Two White Papers (1922)—62 and 121—state that up to T^ ne 
29, Z922, the Treasury has stated its wiilingiysss to guarantee 
principal and interest on loans of an amount of ;^I7,042,X43 for 
peilo<^ qf years var3dng from four to twenty-five in resect of 
a number of •enterprises of which the following are typical : 
Hailand & Wolff (£1.493,345), ship repairing works on Thames 
and dock and wh^rf* on Clyde ; South Eastern & Chatham 
Railway Company's Managing Committee (£6.500,000), elec¬ 
trification of subu:^an lines ; London Electric Railways 
Company (£6,000,000), enlargement of tunnel of City and 
South London Railway, and extension of Xx>ndon Electric 
Railway fi ' om Golders <^een to Ed^^^axe ; Calcutta Electric 
SuppW Corporation (£500,000), pui^hase of generating and 
transforming plant and cables ; Rhyzflney Valley Sewerage 
Hoard (£250,000), sewage disposal and sewerage scheme for 
urban districts in Rhymney* Valley. 
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6. THE EXPORT ^REOITS SCHEME 
Under the <%verseas Trade (Credits and Insurance) Act, 1920, 
the Overseas (Credits and Insurance) Amendment Act, xgaz,* 
and the Trade Facilities Act, 192Z, the Government h^s done 
much to relieve unemployment by assisting the rpanufacturer 
to export his goods from the United Kingdom. The Govern¬ 
ment’s plan is known as the '* Export Credits Scheme " ; it 
is administered by the Department of Overseas Trade. Its 
main essential is that the Government will guarantee bills 
drawn by United Kingdom exporters on customers abroad 
as against shipment of«goods exported from the United King¬ 
dom, when such bills are submitted through the exporter’s 
banker with the banker’s recommendation for guarantee 
attached, and the circumstances are such as bring the case 
within the scheme. The goods must be commodities (other 
than arms and ammunition) wholly or partly produced or 
manufactured in the United Kingdom, and include coal ; 
but the Government will not assist to finance goods to be 
shipped on consignment, or the carrying of stocks either in 
the United Kingdom or elsc^where. The sum of outstanding 
credits must, not at any one tim«‘ exceed twenty-six millions 
sterling. The sum now outstanding is sixteen millions. 

A lucid statement of the history, nature and wotking of the 
scheme by Sir Philii^ Lloyd-Greamc, M.P., the Parliamentary 
Secretary to the Department of Overseas'^'rade, appears in the 
*^ccotfn£a‘M( for February 4, 1922. The scheme does not supplant, 
but supplements, the ordinary commercial machinery of finance 
l>y providing credit in cases where, although the tradodnvolved is 
iapherently sound, bankers and financial houses are not disposed, 
or in a positionr to supply the necessary accommodation. The 
closest,co-operation is maintained with the banks. By letter of 
October 14, T921, from the Bankers’ Clearing House to' the 
President of the Board of Trade, which appears in the Account^ 
ant. the Committee of London Clearing House Bankers 
expressed their willingness to take all s\ich steps as lay within 
their power to encourage the operation of the scheme, especially 
having regard to the object which the Government had in view, 
that^f ameliorating the present‘conditions of unemplojmncint.’' 
The Department of Overseas Trade* is ’ assisted by an expCTt 
and experienced business committee'representative of the Joint 
Stock Banks, the Ehstem Banks, the Accepting and Discount 
Houses, ancT manufacturers and merchants. 

The scheme now applicis to'all countries in the world, but 
not to British India, Ceylon andThe Straits Settlements, where 
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there are lar^e unabsorhed stocks and in respect of which 
adeqxiate banking facilities ex^t. nor to Russia. New credits 
may be granted up to Sept^nber 8, 1923, but all credits must 
.be liquidated by September 8, 1927. Credits of two kinds are 
granted—“ specific credits," and " general credits." The 
former are given in respect ofc particular transactions, for 
example, the completion of a large engineering or construc¬ 
tional contract abroad ; the latter are credits up to specified 
amounts for specified countries and for specified periods in 
respect of goods not necessarily sold at the time the credits 
are given, and are intended to meet the convenience of 
merchants doing business abroad.on ^hort term credits. A 
United Kingdom merchant selling small qxxantities of com¬ 
modities abroad through some travelling representative 
finds it quite impossible to submit each transaction to the 
approval of the Export Credits Uopartment. The merchant can 
thu^ enter into transactions abroad up to the amount of the 
general credit without any reference to the Department, while 
the latter undertakes to guarantee the bills drawn within the 
agreed period for the goods thaj: are shipped The bills carry¬ 
ing the Department’s guarantee are regarded in the discount 
market as " first-class bills." The Department prefers that 
the bills should be of as short durtition as possible, but permits 
renewals plbvided that the credit is not extended beyond twelve 
months. With the Government guarantee that the bill drawn 
by the foreign^ custoitier or his agt'nt will be met, the United 
Kingdom exporting merchant can thus borrow on the scctjri^y 
of tne bill at the ordinary market rate in the customary way. 

Specific Guarantees or Credits 
In case of specific credits tlie Department vull guarantee up 
to 100 per cent, of the bills drawn against the shipmeij^ where 
the Credit does not exceed twelve months, and up to 85 pe^ 
cent, in castssAvhere the credit exceeds twelve months. Two 
bills,*in the latter case, are usually drawn, one for 85 per cent, 
of the transaction which is guaranteed for the full amount of 
the draft, and the second for the balance of 15 per cent, which 
is not guaranteed. The Department does not require a bill 
to be accepted before guaraftteeing it. If secvii-ity is to be 
deposited by the importer, the Department requires a letter of 
gruarantee from the importer's bank, wluch must be an approved 
bank, that the bill will be accepted anu thht approved security 
will be deposited immediately upon the first presentation of the 
docviments to the importer, ar^ the Department assesses the 
value of the security so depbsited. If no security is to be 
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deposited, the X>epartment requires a simiZar letter of guar¬ 
antee, or some other saiisfacto^ evidence that* the hill will he 
accepted. 

In case of d^ault by the importer to accept or meet the bill* 
when due, the Government has no recourse against the Itnited 
Kingdom exporter where th^ importer, in the firpt instance, 
deposited security assessed -as sufficient by the Department 
to cover the whole amo\mt guaranteed. Xhe importer may, 
however, have put up some security, but security not deem^ 
enough by the Department to cover the whole amount guaran¬ 
teed. In that event, the Department retains recourse against 
the United Kingdom exporter for 50 per cent, (when 85 per 
cent.or less of the bill has been guaranteed), or for 57i per cent, 
(when 100 per cent, of the bill has been guarante^) of the 
difference between the amount guaranteed, on the one hand, 
and, on the other, the total of the amount (if any) paid by the 
importer, plus the amount which the security was accepted as 
sufficient to cover or which the security, when realized, yields, 
whichever is the greater. 'When the importer puts up no 
security the Government retai«\s recourse against the United 
Kingdom exporter for 50 per cent, of the difference between 
the amount guaranteed and the amount (if any) paid by the 
importer, where 85 per cent, or less of the amount of the bill 
has been guaranteed; where 100 per cent, has been )^ar- 
anteed—for 57^ per cent, of that difference. 

«•. General Guarantees or Credits 

In the case of general credits, when the Government accedes 
to an application made through a bank, say, to g^usOrantee for 
six-months bills up to a sum of ;^io,ooo drawn by some 
particular United Kingdom exporter as against shipment of 
^ood^ tf* Rumania, the Government would guarantee each bill 
up to its total value at such rate of commission as the Depart¬ 
ment may fix. At the end of the six months, if the amoupt of 
the gruaranteed bills totals up to, say, 9,000, that represents the 
liability of the Government. "When afterwards the bills fall 
due, and there is any loss, the Government has recourse bn the 
United Kingdom exporter for 57i'ix2r cent, of the viltimate loss. 
Xhe Government does not require that any security shall 'be 
put up by the importer, but is prepared to consider the ofi^ring 
of specif terms when security is jAit up. 

Xhe Government Is also prepared to make arrangements 
with approved banks, banking Rouses, and credit associations 
under which, for an agreed premium, the Government will 
assume responsibility for a shs^e not exceeding 70 per cent, of 
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any loss incurred by such bax^. etc., in respect of transactions 
carried throu^«by them for X%ited Kingdom exporters, which 
comply -with the same conditions as to the nature of the goods 
AS those prescribed tinder the Kxport Credits Scheme. 

7^ OTHER MlSCELLAAfBOUS SCHEMES 
Money has been allocated by* the Government to assist 
schemes of land improvement, drainage and farm water-supplies 
so as to provide employment for agricultural workers^ also 


forestry schemes and light railwa3^: 

Ministry of A-griculixtre : £ 

lAiid Drainage . . . . • . . . 388.000 

Of tbis ;£xi3.ooo is recoverable from drainage boards 
and landowners. 

Farm water-supplies ....... 9.800 

Xhe balance of cost. ;£i8.8oo, is borne by landowners. 

Scottish Board, of Agriculture : 

I,.Eikhd Drainage (half cost of schemes) .... ax,000 

Forestry Cotntnission .* 

Unemployment schemes in addition to the normal 

estimates ........ 306.000 

Additional expienditure thereoif by landowners and local 

authorities ........ X4X,ooo 


In the sum of £5,500,000 set aside during the wnter 1921—22 
for general unemplo3mient relief, provision was made for 
assistance to approved light railway schemes. Up to June, 
X922, two such schemas had been approved for grants from the 
Treasury equal to half the total cost, subject to maximum 
grants of ^^62,500 in all. 

From time to time steps have been taken to assist in relieving 
the situation by sp>ecial measures op»erating in Government 
industrial establishments. A short-time system was introduced 
into War Office and Admiralty establishments to spread em- 
plojhnent* The highest nximber of additional meif^thus 
engaged was'^,900. >To additional men axe now employed. 
Alteraative work, e.g. waggon repairing, manufacture of 
medals, coin-blanks, l^omotives, new wagons and miscellane¬ 
ous articles for the Ppst Office and fpr private firms, has been 
carried out in War Office •and Admiralty establishments. 
The highest number of meii employed thereon was 8,800. 
The Office of Works undertook an eyiergency programme of 
decorative and repair Work in G<^emment I>epaitments 
during the winter 1920—21,, when th^’highest number of 
additional men thus engaged was 2.600. £>uriii% the winter 
Z92Z—22, this Department alsd undertook relief work in the 
Royal Parks, the highest number of additional men employed 
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on this work being 3go. Theexpenditure in bbth classes of' 
scheme was about £12^,000. 'Whe sum of £5^S»ooo was also set 
aside during the winter 1921—22 for accelerating Government 
contracts whereby employment was found for some 600 men: 


Summary o£ -National Expenditure r> 

As between the Armistfbe and May 19, 1922, there has 
been devoted to the relief of unemployment out of public 
fundfe the total sum of £281,216,460, under the following heads : 


I. Granted, by Governme-nt : 

(1) TJnemploymcn-t I^elief ^^orlcs ... 

(2) Oxit-of-Work X>onat*oii aacl Uncmployrnent 

Benefit 

(3) Besfttlcment Training 
Civil Biabililies 
Overseas Settlement 

(4) Export Credits Sclieme . . . . . 

(5) Guarantee of I^ans ..... 

(6) Accelerated Government Contracts 

(7) Land Settlement of Ex-Service Men 

(8) Loans to County Councils for Small Holdings for 

Ex-Service Men . . 



26,8x9,600 

144,000,000 

31,972,000 

26,oqo,ooo 

25,000.000 

563,000 

1,523.860 

X 2,269.000 


268,147,460 

2. Appropriations front Non-Got.emrncnt Sources : 

(1) Contributions by Local Authorities to i (i) above, 12,694,000 

(2) Contributions from Nntuinal Belief Kund to i (3) 

above . . . . . ... • 375 .OOQ 


281,216,460 


In addition, local authorities have initiated, without Govern¬ 
ment assistance, relief w'orks on which, between the •commence¬ 
ment of trade depression in September 1920, and May 19, 
X922, an aggregate of wages of at least £450,000 has been paid. 

^Guardians have during the same period expended at least 
£6cbobo,ooo on out-door relief. Xhe above figures exclude 
the temporary loans by the Ministry of Health to embar¬ 
rassed Guardians. 

The really critical time in regard to unemployment will be 
the forthcoming winter,,. 1922—23. Trade Union out-tof-work 
benefits have shrunk and dwindled through lack of funds. 
Homes and furniture, utensils, etc., with two winters* hard 
times have wasted down, to the bare Coiie, .clothing is worn out, 
and there is little or no. reserve of Resources ; in some districts 
conditions 3^11 one w;th apprehension. Added to the nattiral 
gravity—social and economic—of the situation, is the quite 
definite attempt of the Communists to exploit subterraneously 
these unhappy circumstances for revolutionary purposes. 
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